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EAR after year, executives representing every phase of packaging attend the 

OF san Packaging Conference and Exposition to learn about the latest develop- 

ments in packeging, pecking, and shipping and to observe at first hand “what's 
w'' in equipment, material, and machinery. 


At AMA's forthcoming Conference and Exposition, you can bring yourself up 
date on important packaging discoveries, successful techniques in current use, 
teworthy improvements in the packaging of products, and cost reduction methods. 
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NEW GIANT IN GIVING: BIG BUSINESS 
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In the latest year for which reports are 
available, 1948, corporate gifts were $239 
million. A breakdown of this figure re- 
veals some quite surprising facts: 

Of the 537,000 corporations which re- 
ported contributions: for 1948, half a mil- 
lion (93 per cent) had assets of less than 
$1,000,000 each. These comparatively 
little fellows $68 million—29 per 
cent of all the reported contributions—at 
the relatively high rate of 1.3 cents on 
each dollar of profit 

The 36,000 intermediate corporations 

with assets ranging from $1 million to 
$100 million—made 53 per cent of the 
contributions, $125 million, at a rate of 
0.8 cents on their profit dollar. 

The gigantic corporations, with assets 
of $100 million and over, numbered ex- 
actly 601. This smail group gave $44 
million, or 18 per cent of the reported 
total, but it was at the exceedingly low 
rate of 0.3 cents on the dollar. Though 
big gifts do come from large corporations, 
which have so substantial a part of the 
total profit, their gifts would have quad- 
rupled if their rate of giving had even 
equaled that of the “under $1 million” 
corporations. 

However, 
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tions, being usually small and close to 
their customers, are subjected to heavy 
pressures—“customer blackmail,” one 
company president called it—and see at 
first hand the advantages of giving and 
the penalties for not giving. This may 
help explain the record of these smaller 
corporations 

Where are corporation contributions 
going? Preliminary findings of a survey 
by Russell Sage Foundation, based upon 
a random sampling of corporations of all 
sizes and types, reveal that corporations 
were contributing in 1950 more than a 
third of their total gifts and contributions 
(36 per cent) to community chests; they 
gave an additional 8 per cent to other 
welfare agencies, making 44 per cent, or 
nearly half of every dollar to this one 
broad Health accounted for 
over a quarter of all types of corporate 
gifts—27 cents out of every dollar. Edu- 
cation received slightly less than health— 
21 cents out of the gift dollar. Four per 
cent of over-all corporate gifts went to 
religious agencies. The final 4 per cent 
could not be pinpointed. 

On the whole, this program can be 
generally characterized as traditional and 
“safe.” Corporate philanthropy differs 
markedly from the usual haphazard pat- 
tern of individual giving in favor of 
causes where benefit to the company, its 
employees, or customer relations in the 
community can most easily be shown. 

Such giving suggests both dangers and 
opportunities. One obvious danger is the 
closer tie between philanthropy and the 
business cycle. In a depression, if corpor- 
ate profits vanished, corporate contribu- 
tions would nearly disappear too. Unfor- 
tunately, that is precisely the period when 
the needs of welfare agencies expand. 

Business executives are aware of this 
danger, and a few corporations have done 
something positive about the problem. The 
International Harvester Company in Chi- 


category. 
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cago, for example, has set up a foundation 
which it regards as chiefly a “peaks-and- 
valleys” enterprise, designed to accumu: 
late profits in good years to supplement 
the lower contributions of poor years. But 
examinations of the confidential reports 
of other companies which have had a bad 
year usually show drastic cuts in contri- 
butions. 

On the other hand, much good may 
come from introducing the new hard- 
headed giver into a field where sentiment 
and good intent have sometimes resulted 
in little practical accomplishment. Though 
the Russell Sage Foundation survey indi- 
cates that only 39 per cent of the sampled 
corporations go even so far as setting up a 
contributions budget, the movement for 
orderly and skilled procedures and for 
round table discussion of problems is grow’ 
ing rapidly. Corporations, too, are more 
accustomed than individuals to avail them- 
selves of the advice of such agencies as the 
National Information Bureau and Better 
Business Bureaus and to require, and 
study, financial statements. In so doing, 
corporations not only make more certain 
that their stockholders’ money is effectively 
spent; they help raise standards in the 
field. 

However, corporations should not stop 
with merely handling intelligently the ap- 
peals which come before them. They 
should spend some of their funds, as a few 
already do, in new and creative patterns, 
directing the special knowledge and re- 
sources of their particular industry toward 
the common welfare in ways not possible 
for other donors. The Bulova Watch 
Company, for example, one of the few 
corporations which does give almost 5 per 
cent of its net income, has set up through 
its contribution arm, the Bulova Founda- 
tion, the Joseph Bulova School of Watch-. 
making in Woodside, L. I. This hand- 
somely appointed school accepts only dis- 
abled veterans, whom it trains free as 
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watch repairers. In its five years, it has 
graduated 346 men, 


are now gainfully employed, chiefly in 
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retail jewelry stores 

Since it is almost certain that corpora- 
tion giving will substantially increase in 
the immediate rations should 
devote much more attention to the intelli- 
gent handling of appeals and the devising 
jects in the field of the cor 
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for health and accident prevention. Motor 
compan might profitably busy them 
elves with traffic problems, parking, and 
city planning. Travelers’ Aid and the Y 


F. EMERSON ANDREWS 


The New York Times Magazine, December 2, 


M. C. A. would seem logical fields for 
railroads, bus companies, and 
Every company has intimate knowledge 
of its own local community, and is vitally 
Since the great 
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Granted such 


this new giant in philanthropy, guided as 


progress in 


he will be by intelligent self-interest, may 
be expected to play an increasingly effec- 
tive part in what Edward C. Jenkins once 
called “our freest enterprise’ —giving 


1951, p. 14:4 


Five Buckets of Paint 


PERHAPS the Diggest danger 
that they will quit doing the 


tl 


successful 
things and following the policies which made 


contronting 


them successful This process may be called 


individuals and organizations 


“rusting on their laurels.” 


In any line of business, or in any type of organization, it is necessary to keep 


the fundamental 
the personnel. If 
But the house wor 
paint it again, and so on 

The following are 
They are basic 

l Too many 


We have had two abn 


q j 
were no jobs for youth in the 
tor 20 years young per ple have had 
then 

success 


When you pit h the hot potatk 


gravy, toc 


Those who would rise in 


to take hold of both ends of the stick—t 


they must De Ik yally 


sibility 


in turn means 
accepting respor 

3. Always look for 
This 


reasons 


you cant 


failure for both institutions and individuals 
We must strive constantly to hold down 


, 
4 Let our keynote be simplicity 


five buckets of paint for keeping your white 
organizational principles which should always be kept bright in 


the minds of those who must make the organization click 


a U 


es to somebody else 


supported by 


why you 


principles of organization constantly polished in the minds of 
u want a white house, you paint the house with white paint 
t stay white forever with that painting Sometime later you must 


house white 


people quit looking for work after they find a job 

rmal decades so far as training workers is concerned. There 
1930's, and too many jobs in the 1940's 
istorted view of how to get jobs and hold 
We must teach all over again the fundamental concept that each person's 
is bound up with that of the whole business. 


Thus 


you usually lose the 


professional, vocational, or business stature, must learn 
he dirty end as well as the clean 


This 


superiors and rewarded for 


can do things rather than reasons why 
viewpoint alone can spell the difference between success and 


red tape, duplication of effort, and “organization for organization's sake.” 


5. There is no 


is that of simple honor If we lose 


market jor cynics 


The only firm foundation for any business 
faith in the fundamental goodness of man 


—=s 
kind, we lose the mainspring of man’s ability to serve his fellow men successfully 


Kennetu McFaaranp in‘an address bef 


wre the Associated Industries of Massachusetts 


The Management Review 





HOW MUCH IS $85,000,000,000? 


Nor very tone aco, the American 
people were shocked when it was sug- 
gested that postwar budgets might range 
as high as $30 billions. By 1950, how- 
ever, our total national expenditures had 
reached $45.3 billions. This year the 
budget is truly astronomical. If every man, 
woman, and child in the United States 
were to go to the bank each working 
day, five days a week, and deposit $2.00 
to the credit of the government of the 
United States, their total deposits would 
fall short of revenue enough to balance 
the $85 billion budget recently submitted 
to the Congress. 

Despite the need for a defense pro- 
gram, it does seem that an outlay of $85 
billions is beyond the ability of this 
nation to without developing 
further inflationary problems. Not only 
should civilian appropriations be thor- 
oughly analyzed, but the measure of 
money requested for aid abroad must 


assume 


certainly be given careful thought and 
study. It is ridiculous to assume that we 
can continue indefinitely to carry the 
load of the world on our shoulders un- 


—From an address by HeENry H. HEIMANN 


less we want to reduce our level of living 
to a lower standard and are willing to 
forego the inherent nature of the type 
of government we have enjoyed during 
all these years. The military expendi- 
tures also should be scrutinized just as 
carefully as any other items. A huge 
budget of this character carries within 
itself great dangers to the American 
people. 

Union leaders now have an excellent 
opportunity to get an important wage 
increase for their members if they would 
join in the fight to reduce government ex- 
penditures and thus increase the amount 
of take-home pay through a cut in the 
withholding taxes. If the labor leaders 
of the nation would finally recognize 
that the tax load their members carry 
definitely cuts into their weekly pay en- 
velopes, into the value of the investments 
that they may have, and into their life 
insurance values, they could easily estab- 
lish a program demanding economy in 
government. If they were successful in 
this demand, they would realize for their 
members the finest wage increase their 
groups have received in years. 


before the National Association of Credit Men, 


New York, N. Y. 


THE ENLIGHTENED REVOLUTION 


Tue OLD SOUTH, the land of cotton, 
sharecropping, and mortgages, is the fast- 
est changing region of the U. S. From 
the southern Atlantic seaboard west to 
Arkansas and Louisiana, trim, modern fac- 
tories have sprung up in the cities, the 
small towns, and the open fields. Since 
the beginning of World War II, industry 
has invested billions in new Southern 
plants, put 2,000,000 Southerners on new, 
steady payrolls, and started the dynamics 
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of history's first enlightened industrial 
revolution. 

Among the factors in the South's indus- 
trial growth are cheap electric power from 
TVA and private utilities, natural gas 
piped from Louisiana and Mississippi, and 
a lowering of Southern freight rates, 
which used to be much higher than in the 
Northeast and Midwest 

Industry draws industry. Each new 
payroll gave the South more money to 
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spend. Purchasing power brought refrig- 
erator plants, refrigerator plants brought 
enameling plants. Dairy processors and 
meat packers came along as Southern 
workers began eating higher and higher 
on the hog. An estimated 14 per cent of 
ull U. S. industry now lies in the South- 
eastern U. S$ 

Contrary to legend, most of the big 
corporations have recently built 
Southern plants were not primarily search- 
Southern labor offers 


which 


ing for cheap labor 
employers some other, solider advantages 
The Southern labor pool is deep. (Me- 
chanical cotton pickers, for instance, and 
other labor-saving farm machinery are ex- 
pected to displace 2,000,000 field hands 
by 1965; many of them will be available 
for factory work.) The South's labor 
population is young and quick to learn 
Employers who complain that they have 
to scrape the bottom of the labor barrel 
in the North find they can pick, choose, 
and train the brightest of young South- 
erners 

The Southern glad hand has been quick 
In 1936, 
“Balance 


to welcome industrial prospects. 
Mississippi embarked the 
Agriculture with Industry” plan which 
gave state assistance to local communities 
so that they could build plant facilities 
In return, the companies that moved in 
were supposed to maintain a minimum 

Time, 


on 


Dec ember 


level of employment for about 10 years 
Nearly all Southern states borrowed some 
variation of this technique, or offered 
special tax reductions to help new fac- 
tories get going. 

Thus far in the revolution, the Negro 
is still the stepchild, though he is often 
an indirect beneficiary. Northern corpora- 
tions, shunning discrimination in their 
home plants, usually yield to local pres- 
sure and restrict Negroes to menial labor. 
There are notable exceptions. In Mem- 
phis, the International Harvester Co. 
flatly announced that it would hire Ne- 
groes without discrimination as to type of 
job and with equal pay. Out of 2,425 
production and maintenance employees, 
641 are Negroes 

Industrialization and relative prosperity 
are stemming the tide of Southerners mov- 
ing North. Southern college graduates * 
are staying home. Scientific research and 
executive management will inevitably fall 
into the hands of young Southerners. 

The South’s new industry is there to 
stay. If the U. S. economy continues to 
expand, the South will stay in the fore- 
front of the parade. If the national econ- 
omy deflates, the South’s new factories 
will be among the last to sag, because they 


are among the newest and most efficient 


in the nation. 
10, 1951, p. 22:2 


High Cost of Government 


A RECENT Congressional study revealed that among hundreds of employees in 
numerous government agencies whose job it is to make out purchase orders, the 


average workload is two orders per day per worker. 


purchases were for less than $20 each. 


A large percentage of the 


The average cost of putting through each purchase order was as follows: in 
the Treasury Department, $7.06; in the Bureau of the Mint, $13.98; in the 
United States Coast Guard, $23.94; and in the Interior Department, $9.95. 


To the purchase price of $2.45 worth of drinking cups for the Bureau of 


Reclamation, the administrative 
purchases for the Office of Education, 
33 per cent to the cost of each item 


cost added $17.35 
investigators 


In one large quantity of 


found that overhead added 


—Trends 
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MR. & MRS. U.S.A.—THE TYPICAL AMERICANS 


A wew pattern in American life is 
emerging, census figures reveal. Here are 
some findings of the 1950 Census which 
will have far-reaching effects on business 
operations in the years ahead: 

Couples in the U. S. are married by the 
time the husband is 25 and the wife is 
23. Their first child is born in about a 
year, their second about two years later, 
and their third two years after that. Then 
the child-bearing period ends with the 
parents approaching 30. 

The last children leave home when the 
parents are between 45 and 50. The 
typical couple then has an expectancy of 
11 more years together. The husband 
usually dies first, and his widow survives 
him for 13 years. 

It was not typical in 1900 for a couple 
to have many years together after the 
children had left; today, it is. Several 
factors have fostered this change—the in- 
creased effectiveness of medical 
earlier marriage, and condensation of the 
child-bearing span. The growth of early 
marriages is worth noting. 

It is well known by now that the 1950 
Census shows a sharp increase in mar- 
riages during the 1940's. The percentage 
of those over 14 who are married had 
been creeping up, a percentage point at a 
1900; in the 1940's it rose 
Why has marriage 


care, 


time, since 
with a giddy rush. 
become so popular? 

The rush of potential draftees to the 
altar has sometimes been interpreted as a 
frantic grasp at deferment, but it is not 
just that. Men in the service go on get- 
ting married at just as rapid a rate as if 
they were still uneasy civilians. It seems 
fair to assume that they believe marriage 
is something too good to miss and, if your 
life expectancy is cloudy, too good to put 
off any longer. Perhaps it can also be 
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said that people in danger, like sheep, 
tend to huddle. 

The more 
popular, however, because it’s easier to 
The upsurge in personal in- 


economic explanation is 
measure. 
come during the war years was tremend- 
ous. Between 1939 and 1949, median 
income has risen from $789 to $2,016, an 
increase of 156 per cent. 

It was no surprise to find that 17.3 peg 
cent of the persons questioned by thé 
Census Bureau in 1950 had changed resi¢ 
dence during the previous year. About 


35 per cent of these (6.2 per cent of the 


total population) had crossed county 
lines in the move. 

Yet, despite their mobility, the Ameri- 
can people for the first time in their his- 
tory are now a nation of owners rather 
than renters. Between 1940 and 19950, 
the number of home owners increased 
from 15,195,763 to 23,383,000, or 54 per 
cent. 

How do you explain the apparently 
universal hunger for a home? This is the 
point at which the statistician gives up, 
and the sociologist takes over. 

Disregarding for the moment short- 
term trends, the sociologist points out that 
there is a long-range trend in American 
family structure that is of basic signifi- 
cance: The economic bond of the family 
is no longer its cooperation in producing 
its own food, clothing, and shelter, but in 
spending jointly the money that is 
brought home by the breadwinner. 

The fact that children are no longer 
minor workers in the family economic 
enterprise helps explain another major 
trend: Children have ceased in most 
parts of the country to be subordinates to 
be ordered about, disciplined, and seen 
but not heard. Instead, parents have 
come to be painfully conscious of their 
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life, the sociologists assert: the lonesome- 
he ness of the young, facing the possibility 
new element to f war; the lonesomeness of the old, who 
ists report. Since have outlived their usefulness to their 
ighbors have be- children; the lonesomeness of all who have 
transient, rather than torn up their roots and resigned them- 
lifelong, e tend to look to the _ selves to a migratory life. 


V 
family circle for - of the satisfactions Meanwhile, much emotion and spend- 


that an olde restless America pro- ing power wil! continue to be poured into 
vided in its stable community life. Lone- he little houses that are beginning to 
gomeness is a growing note in American stand, somehow, as symbols of the 1950's. 


Ricuarp Y. Gites. Printers’ Ink, November 30, 1951, p. 35:2 


The Business Outlook for Early 1952—A Survey 


OLLAR VOLUME during first half of 1952 than during the same 
months of 1951 is expected by a little over | f the 131 manufacturing com 
panies surveyed ntly by the Conference Boa The rise, executives say, will 

1igher prices 
other hand, expect billir to drop 
j particularly on defense business, are 
lower before-tax profits in 1952 for four out of 10 companies 
' 


npanies say they will make or continue to make 


ct 


ir ordinary civilian lines mostly because of material 
slack caused by such cutbacks, it is said, will be taken 


ncern about expected cost increases and their 

| rice regulati ) such increases on in the price of their 

Rises in their raw mater are not so much feared as wage demands, 
ny believe will h met 

or the first half of 1952 are generally expected to approxi- 

1951. While about a third of all cooperating manu 


, 
jitures during the next six months, an 


ndi 

expenditures below the levels of the first 

ve remaining third expect capital expenditures for the first half 

ntinue at early 1951 levels. In many cases, programs involve rela- 
lant expansions or ordinary replacements 

the profit outlook for 1952 appears “poor,” despite the general 

s volume that are expected. Though four companies out of every 

before taxes to exceed those of 1951, only one company out 

t retain greater profits in 1952 than in 1951. Higher corporate 

taxes, excess-prohts taxes, and renegotiation are the reasons given 


Americans on the Move 


AMERICANS—on the lookout for job opportunities and better wages—move around 
more than people « most other countrie Because they're free to go where they 
want, nearly 100 million of them have changed their address since 1940 

Thirty million, people have moved to a different county in the last decade and 
about 15 million to a different state. For most part, these people have moved 
to where wages were highest and working conditions the best. This movement 
both produces a better standard of living and results in increased production 


Our World of Work (Science Research Associates, Chicago, III.) 
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JUNIOR AND SENIOR BOARDS: 


A SUCCESSFUL EXPERIMENT IN COMPANY MANAGEMENT 


Since LATE IN 1948, two boards have 
been active in the management and opera- 
tion of the Barber-Greene Company, Au- 
rora, Ill., manufacturer of industrial, road- 
building, and materials-handling equip- 
ment. The senior board has 12 members 
and is headed by W. B. Greene, presi- 
dent. The junior board consists of 15 
members, all under 45 years of age. 

The senior group is made up of the 
company’s top executives. Meetings are 
held every other week. “First order of 
business,” explains Mr. Greene, “is 
usually a study and discussion of current 
reports. . .from the various departments. 

.We may compare results with pre- 
vious periods, we may make suggestions. 
But the real purpose of the meeting is to 
see that the top executives of the company 
have the same facts and information. . . .” 

The senior board sticks to general plan- 
ning, policy matters, and over-all prob- 
lems. It does not attempt to deal with 
day-to-day management problems nor to 
deprive any individual executive of his 
authority or responsibility. Only when 
the broad, general policy of the company 
is involved does the board attempt to 
make final decisions at its meetings. 

Both Mr. Greene and H. A. Barber, 
vice president, believe that membership on 
the board has broadened every member 
and brought a new sense of responsibility 
to top executives. “Men. .. leave each 
meeting with a better understanding of 
each other's work and each other's con- 


tribution to the company’s progress as a 
whole,” says Mr. Greene. 

The junior board is more formally or- 
ganized than any other group in the 
company. It has a set of bylaws and 
operates within well-established areas. 
Members are generally junior executives, 
who meet after office hours every other 
No member is selected for more 


At the end of 


week. 
than a six-month term. 


each six-month period, members rate each 


The 12 members who receive the 
highest ratings remain for another six 
months, and three members are replaced. 

Projects are studied and recommenda- 
tions made. These recommendations go 
to the senior board in the form of a report 
and are either approved or disapproved. 
As with the senior board, no member's 
authority is watered down or usurped. 
Members have learned to work together 
with greater coordination, pulling to- 
gether in their daily work, outside the 
board meetings. Many simple projects 
are handled informally and action taken 
without discussion by the board. 

Mr. Greene and Mr. Barber report 
that the big value of the board is in train- 
ing, in providing a broader knowledge of 
the organization, and in developing 
leadership and greater responsibility. One 
member of the junior advisory board has 
already been advanced to membership on 
the senior board. The members of the 
junior board are the company’s chief in- 
surance of future growth. 


other. 


—JouHN GartuH. American Business, Vol. 21, No. 10, p. 10:5 





WARS AND TREATIES 


Only 8 per cent of the time since the beginning of recorded 


history has been spent by the world entirely at peace, according to official statistics. 


In 3,£21 years, only 286 have been warless 


broken in this time 
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Fight thousand treaties have been 


—Highways of Happiness 





Drop That Eclair! 


WHEN STOCKS AND BONDS go down, the sugar content in the blood and urine of 
many a business man goes up. Among doctors—who are not alarmed—the fact 
is a familiar one, proved by reaction studies made at the stock market. Oddly, 
medics are pleased, for while diabetic business men, chiefly executives, number 
more every year, MDs see this increase as a sign of improved general health; they 
life for diabetics 

Most often hitting middle-aged upper income earners (75 per cent show first 
symptoms over 50), diabetes is a disease to which the business executive is par- 
ticularly susceptible. Mental excitement, worry, intellectual strain—all unavoid- 
able in managerial work—up the blood’s sugar content. Given a tendency to 


also point to todays longer, more useful 


diabetes, the executive's chances of devel ping the disease are good 

General Motors, one of 300 corporations which keeps tabs on executive health, 
reports obesity outranks other diagnoses two to one. Fat men are ripe for diabetes, 
and among them abnormalities and prediabetic conditions are widespread 

Ten times more subject to diabetes than his lean colleague, the worried, over 
ive should eat less, exercise more. When fat men overeat, strain 
is placed on the insulin-producing pancreatic gland. If the gland has been injured 
or is inherently weak, it fails and diabetes results. Once detected, diabetes is 


weight execut 


; 


treated with diet, exercise, and insulin 
ol in any income bracket. Medical moral to big men in 
ut on the golf course and drop that chocolate eclair! 


ctors praise the insulin miracle, they point out that prevention 


Forbes 9/15/51 


When Key Men Go Stale 


THE ONCE-VALUABLE EXECUTIVE who has begun to slip unwittingly advertises the 
fact that he has hit the toboggan by certain unmistakable signs which are clear to 
everybody but the man himself. Some of the more common ones are: 


1. He is habitually absent from the office 
2. He is inordinately intereste 1 outside activities—clubs, politics, professional 
societies, as 


He is unwilling to co hanges, improvements, or new methods 


He shows no interest in the younger people in his department, giving them no 


r ouragement cr t for work done. 
He habitually dodges or postpones responsibility, refusing to make decisions or 
to approve anything outside the daily routine 


G 


He is petulant and impatient with anyone who disagrees with him, who wants 
to inaugurate changes or improvements, often vetoing suggestions before he has 
taken time to understand them 


He spends a great deal of time talking about his past triumphs and achievements 
nd tr revive methods and ideas which have long since become obsolete 


ind trying to 


—American Business 





mea: To lick the “Ivory Tower” complex common to many man- 
Tea has developed a “First Assistant Philosophy.” Each of the 

tives is asked to consider himself as the first assistant to his closest 
1s the organization chart is turned upside down, and each executive 
is to help the next man up on the upside-down chart 


Joun A. Patton in Commerce 9/51 
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REDISCOVERING AMERICA. By William L. Batt 
Vital Speeches of the Day (33 West 42 Street, 
New York 36, N. Y.), January 1, 1952. An 
analysis of the reports of European produc- 
tion teams on our economy indicates that our 
pioneer spirit, our limitless aspirations, our 
belief in competition and equal opportunity, 
and our sense of joint participation in a com- 
mon effort are the sources of American 
strength. The author feels that our survival 
depends on understanding and perpetuating 
these traits, and on using them to solve our 
problems in a way that will offer guidance to 
other countries 


MANY CHIEF EXECUTIVES ARE TRYING TO CARRY 
AN IMPOSSIBLE LOAD. By Lyndall Urwick 
Manufacturing and Industrial Engineering (73 
Richmond Street West, Toronto, Canada), 
November, 1951. The proper use of “staff” 
officers may make even the task of a chief 
executive with wide-flung responsibilities less 
exacting, the author points out. Their limited 
use in business to date has been due to a 
failure to identify the organization pressures 
which make the use of staff officials necessary 
and to a misunderstanding of the staff officer's 
duties and status. Staff officers have been used 
successfully by the army, according to the 
author, because the possibilities and limitations 
of such appointments have been clearly under- 


stood. 


BUSINESS IS BUILT WITH BRAINS. Modern In- 
dustry (347 Madison Avenue, New York, 
N. Y.), November 15, 1951. The small com- 
pany that cannot afford to hire all the experts 
it needs can solve the problem by obtaining 
additional help from its consultants and sup- 
pliers. This was achieved by Gregory Indus- 
tries, Inc., when it devised a “Professional 
Service Conference Day™ designed to give 
every specialist associated with the company a 
better picture of what the compatiy does and 
plans. As a result of the conference, more than 
a half-dozen suggestions for new product uses 
were developed and a new market index was 
conceived to help direct sales activity 


PLANNING AND GUIDING A MEETING. By Arthur 
M. Sargent. ATAE Journal (American Trade 
Association Executives, 820 Dupont Circle 
Building, Washington 6, D. C.), Vol. 3, No. 
4. Good meetings are the result of infinite 
attention to detail, the author points out. Such 
elements of a successful meeting as planning 
(of meals and services, dining room setup, 
ventilation, etc.); functions of a toastmaster; 
checklist of details for the actual meeting; and 
arrangements made for the convenience of the 
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speaker are discussed. Giving the speaker 
some idea of the type of meeting and attend- 
ance expected, doing everything possible to 
insure the attendance promised him, and seeing 
that he gets the right kind of introduction 
are some of the suggestions made for obtaining 
the good will of the speaker. 


AND BE NEIGHBORLY. By J. Carlisle Mac- 
Donald. (Available on request from the United 
States Steel Corporation, 71 Broadway, New 
York 6, N. Y.) A company’s standing with 
its public nationally is to a large extent deter- 
mined by the place it holds in the opinions of 
its immediate neighbors. The author contends 
that management must be concerned with good 
neighborliness, fair employment conditions, and 
good housekeeping and safety practices in 
order for a company to stand well in the 
opinion of its public. He presents many con- 
crete suggestions which may be used to obtain 
favorable public opinion for an organization. 


FORMULA FOR REFORM. By Harold Brayman. 
Vital Speeches of the Day (33 West 42 Street, 
New York 36, N. Y.), December 1, 1951. 
The major difficulty facing all American busi- 
ness today, the author believes, is that of win- 
ning for itself the same degree of acceptance 
and confidence that it has won for its products. 
This problem arises from the fact that it is 
not generally understood that social gains fol- 
low economic advance and that we progress, 
not through hazy and hasty expedients, but 
through the application of our natural re- 
sourcefulness, through bringing our technical 
accomplishments to more of our people, and 
through improving the performance of industry 
The author concludes that the productive men 
of industry are the basis of everything America 
is and hold the only real promise of achieving 
the things we hope to be 


LEADERSHIP AND THE CONDITIONS OF ORGANI- 
ZATIONAL EFFECTIVENESS. By Douglas Mc- 
Gregor. Public Health Reports (Superintendent 
of Documents, U. S. Government Printing 
Office, Washington 25, D. C.), January, 1952. 
The author describes the conditions necessary 
for organizational effectiveness—acceptance of 
the organization’s goals by a majority of its 
members, mutual confidence, good two-way 
communication, etc.—and points out that it 
is the job of the leader to develop these condi 
tions. It is fruitless to seek a “leader type,” 
the author points out. Instead, leadership 
should be studied in regard to the situation in 
which it is exhibited, since the characteristics 
called for vary with the nature, philosophy, 
and purpose of the organization. 
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SIX SUCCESSFUL METHODS FOR TRAINING 


RANK-AND-FILE EMPLOYEES 


Toucn A VARIETY of rank-and-file 
training methods can be found in “the 
Merck & Co 


successful 


book,” our experience at 
has shown six to be most 
They are neither new nor sensational, but 
years of successful operation have justified 
their use 

1. The first and fundamental method 
for successfully training rank-and-file em- 
ployees is that of making good teachers 
out of supervisors. Since no company is 
rich enough to maintain a training depart- 
ment sufficiently large to train adequately 
all rank-and-file employees, it is essential 
that we train our supervisors to be good 
job instructors 

The best program in this connection is 
the famous J.T. course used with uni- 
versal success during the last war. We 
have found through follow-up surveys 
that, as a result of such training, the learn- 
ing time for employees on new jobs has 
been cut 5 
as much as 75 per cent 
2. The second successful method is the 


per cent and in some cases 


vestibule school, which in- 


up, inside or outside the 


well-known 
volves setting 
plant, facilities that are similar to those 


The 


area, 


the employee will use on the job 
this training 
intensive, full-time 


employee reports to 
where he is 


in instructor who is thorough- 


given 
training by 
ly familiar with the work. This may seem 
like an expensive way to train new work- 
ers, yet we find that when it is necessary 
up of employees to do 
work it is 


to train a gr 
delicate, >, yet repetitive, 
much less ‘nsive to do it in this man- 


ner than 


80 


3. Another successful method is the 
central training pool, where the employee 
is not hired for any specific job, but may 
eventually do one of several jobs. He is 
hired directly into the training pool and 
is then “farmed out™ on various tempo- 
rary jobs, always returning to the central 
pool for further training until a position 
opens up which the trainee can fill fully 
and satisfactorily. This method is a good 
one, we have found, when we know that 
we shall need a large number of persons 
with a minimum basic training but do not 
know specifically where they will be used. 
It is especially effective in these days of 
military mobilization and plant expan- 
sion 

4. The fourth method is what we call 
the learner-helper method of training, as 
distinguished from the formal apprentice- 
ship method. It is used for training 
skilled mechanics of all types. We have 
found the learner-helper system to be 
more flexible than the formal system be- 
cause of the time limitations in the latter; 
also, the learner-helper system affords 
greater incentive to the learner because 
he knows that he can progress at his top 
speed and that he need not wait three or 
four years, as prescribed by the formal 
system, to “get his money.” 

At our company, competent young men 
are assigned to a mechanic and work with 
him for a matter of months; then they 
may be assigned to another mechanic for 
further training. If eventually the learner 
feels that he is competent to do a me- 
chanic’s job, he makes his wishes known; 
the foreman may then recommend that 
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the learner be given our trade tests to 
see how far he has really advanced. If 
he does well on these tests, he will be pro- 
moted to the rank of mechanic. 

§. Another training method that we 
have used successfully is the convention- 
al classroom lecture-discussion approach. 
Some of the courses are held on company 
time; others, on the employee's time. 

In addition to 
school, we send employees to nearby 
schools and colleges to study specialties 
We also make good 


courses in Our own 


that we cannot offer. 
use of the excellent services 
offered by our State University. We 
have found that when it is important to 
impart specialized information or stimu- 
late and inspire our workers, the con- 


extension 


From an address by 


Ernest C. BarTeELt before the 


ventional classroom method of training 
succeeds extremely well. 

6. The final successful method which 
we use is the non-glamorous, but uni- 
versal and essential, on-the-job method. 
A new employee reports to his boss and 
almost immediately is put to work doing 
something useful—unskilled or at best 
semi-skilled work, to be sure, yet it is 
useful. 

This method of training brings to the 
fore again the importance of making geod 
teachers out of our supervisors. They 
are the ones to carry the burden of on-the- 
job training, a type of training that is 
never completed, for even those who learn 
in a vestibule school or elsewhere mist 
still receive a considerable amount of @n- 
the-job training. 

Ninth Annual 


Industrial Relations 


Conference, University of Minnesota, Minneapolis, Minn 


THE TROUBLE WITH WORKING WOMEN IS... 


Can a woman get ahead in a man’s 
world? If you ask a woman, all too often 
she'll give you a bitter answer: “We 
don’t have a chance. All we get is what 
men let us have—poor pay and dead-end 
jobs.” 

What are the facts? Does the tyranny 
of men keep good women down—or is 
there something wrong with the women? 

Recently a startling fact came to light 
when the Department of Labor set out to 
discover what opportunities for advance- 
ment were open to women, what obstacles 
they face, what it takes for a woman to 
get ahead. Women workers were asked 
this question: “Five years from now, 
what position would you like to hold?” 

Of the 646 women who answered, only 
23 per cent said they hoped to move up 
in the next five years. Nearly half, 47 
per cent, said they just wanted to hold on 
to the same job, receiving perhaps a little 
more responsibility and a little more pay 
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Why this lack of push? Is it defeat- 
ism? Many women would say they dow't 
hope to advance because they know mén 
won't let them. But look at the facts. 

The census groups all the known ways 
to make a living into 451 job categories. 
As long ago as 1943, women had invaded 
448 of these fields. Only three—loc®} 
motive engineer, locomotive fireman, fire 

remained in the “men only” 

By now, even these last outposts 
may have fallen. Virtually every career 
is open to women today. For example: 
A woman has risen from stenographer to 
vice president at American Airlines; over 
1,000 women have commercial pilot cer- 
tificates; 10 women serve in Congress, 
236 in state legislatures; nearly 200,000 
run farms 

Yet there is another side to the picture. 
All the success stories in the book can't 
hide two hard, unpleasant facts: First, 
about 70 per cent of working women are 


fighter 


class 





concentrated in four occupational groups, 


in the jobs known as 
Second, the | 
still go, more 
Cleri 
service, 
400,001 of our 
women More: 


“women's work.” 
st jobs with the best pay 
than men 
al work, machine operating jobs, 


often not, to 


account for 12,- 


17 ede] 


and housework 
0 working 
all these 
groups the pay is relatively low 
Moncey *s to 
cials, and proprietors, 
Million women are 
the number is rising 
Be. ause 
trated in a few occupations, statistics sel 
dom rev 
than men simply because they are women 
Many women think they do. And there 
ame indisputable How- 
ever, the of equal pay for equal 
work is gaining ground 
have pa: 
PFOposing a 
before Congress 
These 
ogupations and generally lower incomes 
—give substance to the claim that women 
cafecrists have two strikes against them 
Men must take part of the Their 
traditional ideas and outright prejudices 
dé tend to hold women back 
Unf 


on prejudi 


ver, in 


managers, company ofh- 
and fewer than a 
in that class, though 


women workers are concen 


‘al whether women get less pay 


examples of this 
principle 
Twelve States 
and bills 


law are 


ed equal pay laws, 


Federal jual pay 


facts—concentration in a few 


blame 


rtunately, men have no monopoly 


Not long ago, a number of 


women were asked how they would feel 


about having women supervisors instead 
of men. Most answered, to their credit, 
that it depended on the individual. But 
some showed strong prejudice against 
their own sex. 

Such prejudice obviously springs from 
the same source as men’s prejudices 
against women, the outmoded idea of “a 

These attitudes hurt the 
hold them. They don't 
aspire to high jobs because they feel their 
As a result, too 


man’s world.” 
women who 


sex disqualifies them. 
many women become victims of dead-end 
thinking, not dead-end jobs. 

From real-life experiences, five rules 
emerge for women who want to make 
more of their working lives. Here they 
are: 

1. A woman should not let her sex 
get her down. Whatever job she picks, 
some other woman has proved that a 
woman can do it. 

2. She should shake off her prejudices, 
remembering that they are harmful and 
hurt her chances. 

3. She should pick a goal—decide 
what job she wants and make every move 
take her nearer her destination. 

4. Make herself fit to rise. She should 
not just hope for promotion; she should 
prepare for it. 

5. She should give her job all she’s got. 
She can’t prove her competence by keep- 
ing it in reserve. 


Changing Times: The Kiplinger Magazine, Washington 6, D. C., 


December, 1951, p 


34:3. 


Marital Status of Women in the Labor Force 


MORE 


MARRIED WOMEN were working in 
history, according to a survey made by the Bureau of the Census. 


1951 than ever before in the nation’s 
Information 


obtained from the Bureau's population survey for April, 1951, shows that some 


10.2 million married women were 


in the labor force at that time—roughly one 


million more than in March, 1950, and about 11 million more than in April, 


1949. On the 


other hand, only about 5.4 million single women were in the labor 


force in 1951, or about the same number as in the two preceding years. 


An increase in the proportion of 


married women who work accounts for 
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virtually all of the rise in the number of married women in the labor force over 
the past two years. Though the married population has continued to increase, 
population growth has played only a minor role in the steadily growing number 
of working wives. In April, 1951, about 26.7 per cent of all married women 
were in the labor force, as compared with 24.8 per cent in March, 1950, and 
23.6 per cent in April, 1949. 

Married women still participate in the labor force to a far lesser extent than 
do single women, however. In April, 1951, about 49.6 per cent of the single 
women were workers, or roughly double that of married women. Similarly, the 
proportion of widowed and divorced women who were in the labor force (36.1 per 
cent) continued to exceed that of married women by a considerable margin. In 
contrast to married women, however, the labor force participation rate for single 
women and for widowed and divorced women has shown no significant change 
during recent years. 

Current Population Reports: Labor Force (Bureau of the Census) 12/26/51 


Ils Your Foreman Cost-Conscious? 


IT IS GENERALLY AGREED that it is highly important to get the financial facts of 
company operation across to the front line supervisor. The question arises, how- 
ever, on how this goal is to be achieved. An interview of executives in some 
twenty-odd firms in the Cleveland area yielded the following information on how 
companies are going about the job: 

Company A 

Monthly budgets are made up and compared with the same month of the 
previous year. Discrepancies are noted. Division heads follow up by meeting 
with individuals and groups. 

Company B. 

We have no formal plan. But we have done this. Each of our supervisors 
is given an understanding of our operation as a whole and how his department 
fits into the broad plan. This, we think, brings the problem of cost into 
sharp focus. 

Company C 

We have several plants. Comparative costs are reported to the manager 
of each by the controller. Then the plant manager calls the foremen together 
to discuss the matter as a whole, and their departments in particular 
Company D. 

Daily analysis sheets are published and distributed to foremen. Also, group 
meetings are held and individual contacts made when necessary. 

Company E 

We use the conference technique. About once a month a management 
conference is held on the subject. 
Company F 

A series of meetings are held throughout the year to make our foremen 
cost-conscious Also, there is a bonus which serves as additional incentive 
to them to keep expenses down. 

Company G 

We don't neglect any medium of communication. The foremen’s news- 
letter is used. Also the company newspaper. A daily budget is published and 
distributed, and there are meetings and personal contacts. We try to keep 
our supervisors cost-conscious by every means available, and depend on the 
thorough, systematic, never-ceasing, day-to-day effort. It works! 

For the Informed Executive (Associated Industries of Cleveland) No. 73 





IN 1948, by actual count, there were over 4,200 organizations visiting the colleges 
in the United States to recruit their technical manpower. 
-Engineering Manpower Spotlight 12/26/51 
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TRENDS IN TRAVEL PAY AND EXPENSES 


Tuere WAS A TIME when traveling on 
company business was the almost exclu- 
or the 
executive 


function of the salesman, 
h-sala ied 


sive 
privilege of the 
T 

travels 


and 


manpower 


assistants, secretaries, 
Moreover, as 


the technician and 


witl 
clerical 

ecarcities 
the hi 
sion illy 


help 

grow, evel 
paid skilled worker are occa- 
required to travel far from home 


] 
urly 


me company emergency 


rows in management's lap the 


blem of travel pay and expenses for 


lower-echelon employees whose 
normally do not involve trips on 
1y business. Some of the present- 
used in dealing with this 


follows 


prac tices 
re as 
ial work away from home is gen’ 
for just as though the man 
his regular job at the home 
> companies, however, pay the 
Worker an added percentage to compen- 


h may 


| 


nsibilities whic 

wn work 
‘nsation for travel 

time, on the other is more compli- 
cated than payment f rk actually per- 
farmed away from the plant. One factor 
which must be taken into consideration 
the new Wage-Hour law which ¢ 
(1) All hours spent in travel that 


, : ' 
id to an employee's norm il work- 


pro- 


ours must be counted as ho 
even when the 
urday, Sunday, 


] 


| 
yerTIOdS may De 


and time 


customary sleeping 


hours may also be excluded if adequate 
sleeping accommodations are supplied by 
the employer. (3) Hours between regu- 
lar quitting time and the beginning” of 
sleeping time are not considered as hours 
worked unless work is actually performed 
during that period. These rules are im- 
portant in computing the actual amount 
of overtime pay due an employee. Some 
companies, to overcome the aversion many 
employees have for out-of-town work, are 
more generous in travel-time pay allow- 
ances than the law requires. 

Expenses of nonvsales personnel travel- 
ing on company business are almost 
universally taken care of by the employer. 
But the hourly-paid worker and the 
salaried employee do not have as much 
freedom as the management man, since 
the feeling is that they are not accustomed 
to an expense account and might abuse 
the privilege. 

To curb the the 
managerial employee who occasionally has 
to travel on the company’s account, defi- 
nite practices have been developed by a 
number of companies. The New York 
Telephone Company, for example, makes 
all hotel and meal arrangements in ad- 
vance, and hotels send all bills directly 
to the main office. Another company 
seldom sends plant workers on the road 
They travel in groups, with one 
acting as leader, and paying 
all the bills. The leader is briefed on 
hotels where his men can stay. A third 
organization bars the expense account for 
hourly-paid workers, and allows a flat 
$10.00 a day for all necessities 


expenses of non- 


alk ne 
individual 


ns Bulletin (National Foremen’s Institute), Report 301, p. 3:4 





he increase, according to a recent Conference 


hree companies have had some kind of 


, compared with 50 in 1944 


—Business Week 9/8/51 
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THE CASE FOR PROFIT SHARING 


Mi axy susivess MEN have found that 
they can reduce their costs significantly 
through sharing their profits with their 
employees and thereby making them part- 
ners in the enterprise. For example, two 
years after installing a generous profit- 
sharing plan, an envelope manufacturer 
who had lost $40,000 in waste paper as 
a result of faulty adjustment of machinery 
reported that the waste from this source 
had been reduced to less than $5,000. 
The rewards of profit sharing are not 
in reduced cost alone. Greater employee 
loyalty creates a stable and responsible 
employment situation. A company with 
a profit-sharing plan, servicing the highly 
volatile machine tool industry, had no 
profits to share in 1949 and could not 
even provide the employees with a living 
wage. Yet they were so anxious to re- 
main with the company that they filled 
out their incomes by working in their 
sta- 
tions, etc. The company lost only five 
employees that year through death, re- 


spare time in super markets, filling 


tirement, and for all other reasons com- 
bined. Another company has been able 
to eliminate inspection entirely. At each 
stage in the production process, the em- 
ployees on direct labor have satisfactorily 
assumed full responsibility for the quality 
of the work 

Nor are reduced costs and better work 
the only advantages of profit sharing. 
Finer citizenship and a greater sense of 
social responsibility are apparent among 
the employees of companies with success- 
ful profit-sharing plans. A few years 
ago, the employees of one company con- 
tributed an average of $75 apiece to the 
local hospital fund. Goodwill accrues to 
both the individual and the company from 
such actions. 

A few of the principles underlying suc- 
cessful profit sharing drawn from the ex- 
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perience of hundreds of companies, rang- 
ing in size from three employees to 100,- 
000, may be summarized briefly as fol- 
lows: 

1. There must be a compelling desire 
on the part of management to install the 
plan in order to enhance the team spirit 
If there is a union, 
its cooperation is essential. 

2. The plan should be _ generous 
enough to forestall any feeling on the pagt 
of the employees that the lion's share of 
the results of extra effort will go to mam 
agement and the stockholders. 

3. The employees must understand 
that there is no benevolence involved 
that they are merely receiving their fair 
share of the profits they have helped 
create. 

4. The emphasis should be placed of 
partnership, not on the amount of money 
involved. If financial return is empha? 
sized, it will be more difficult to retain the 
employees’ loyalty and interest in los§ 
years 


of the organization. 


5. The employees must be made to feel 
that it is their plan as well as manage? 
ment’s, and not something that is being 
done for them by The 
employees should be well-represented on 
any committee set up to administer thé 


management. 


plan. 

6. Profit sharing is inconsistent with 
it functions best 
operating under a demo- 
This does not mean that 
management relinquishes its right and, in 
fact, its obligation, to manage, but rather 


arbitrary management 
in companies 


cratic system. 


that management functions by leadership 
instead of arbitrary command. 

7. Under no circumstances can profit 
sharing be used as an excuse for paying 
lower than prevailing wages. 





8. Whatever its technical details, the marcation line—should give constant 
plan must be adapted to the particular thought to ways of improving it 


situation, and should be simple enough 10. Management should recognize the 
so that all can readily understand it. fact that profit sharing is no panacea. No 
9. The plan should be “dynamic,” policy or plan in the industrial relations 
both as to its technical details and as to field can succeed unless it is well adapted 
its administration. Both management and _ and unless it evidences the faith of man- 
employees—and in profit-sharing com- agement in the importance, dignity, and 
panies it is often difficult to find the de- response of the human individual 
—SARTELL Prentice, Jr. (Field Secretary, Northeastern Regional Chapter, Council of Profit 
Sharing Industries, New York, N. Y.). N.A.C.A. Bulletin, January, 1952, p. 605:5. 


Labor-Management Miracle in Detroit 


rker will do next? Out in the Midwest, 
> | from its employer. But in Detroit, 

zs when the chips were down and it 
that the 92-year-ol rganization of Hammond Standish & Co., Detroit's 


me 1 y > ‘ bh ince 
meat-} Ki ouse, \ a u tk go uncer. 


thing 


mon 


‘ ; 
ny would have to go out of business, 


and worked out a unique plan under 
a nine-week period. Production 
un, and workers set about their 


ould be paid a dime 


operations, then the workers agreed 
underwrote the losses of the company 
For example, if the payroll amounted to 
was only $8,000, then the employees 
et profit of $15,000, however, meant 
he remaining $5,000 going into the 
sers featured photos of the workers at 

hecks under the new program 
Credit Executive 12/51 


Time Cards Can Do Double Duty 


ly keep an “in” and “out” record—they can act as a 
10 This practice is just getting started in many plants, 

Its have been so encouraging that it is sure to spread 
h has made the most of the time card opportunity for getting 
s is Budd Manufacturing. The company received a 
| for blood donating by printing its request on a 
time card and inserting it into the rack. Every employee 
he card home, where he considered his possible blood 
Budd offered free X-Rays. The same medium was 
Closer to the managerial side of things, Budd, by pro- 
a specially-designed form, uses the same racks to ferret out additional skills 

its employees 


above are just idea-starters. The time racks can be used for anything and 
n the way of passing on information to workers—quickly and inexpen- 


ng your message in t 


the rack, you can be sure that everyone will 


» Relations Bulletin (National Foremen’s Institute) 11/7/51 
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12,000 LABOR-MANAGEMENT CONTRACTS 


— SOME CHARACTERISTICS 


Over 7,000,000 American workers in 
all sections of the country and in virtually 
every industry were covered by approxi- 
mately 12,000 labor-management agree- 
ments at the close of 1950, files of the 
Bureau of Labor Statistics reveal. Many 
contracts covered only a handful of em- 
ployees; others tens of thousands. Seventy 
per cent of these agreements, covering 
nearly 5,000,000 employees, related to fac- 
tory workers. Nonmanufacturing indus- 
tries as a group were represented by 3,498 
contracts, or 30 per cent of the total. 

Affliates of the American Federation 
of Labor (which negotiated over half of 
the contracts) and the Congress of Indus- 
trial Organizations were represented by 
several thousand agreements each. Those of 
the AFL were almost equally distributed 
between manufacturing and nonman- 
ufacturing industries, whereas most of the 
CIO's concentrated in 
the mass-production manufacturing field. 
Other agreements were negotiated by un- 
affliated or “independent” labor unions— 
some national in scope, others confined to 
a single plant or employer. 

Despite popular conceptions, or identi- 


was 


coverage 


fication of many unions with a specific in- 
dustry, a substantial number of unions 


negotiate contracts in many different in- 
Thus, in four major manufac- 
turing industry groups—fabricated metal 
products, machinery (except electrical), 
chemicals, and foodstuffs—more than 50 
unions were found to have negotiated con- 
tracts with one or more establishments in 


dustries. 


each of these industries. Even greater 
dispersion was found in two of the non- 
manufacturing groups—services and retail 
trade. Coal mining was the only signifi- 
cant industry in which one union (the 
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United Mine Workers, Ind.) represented 
the great bulk of the workers. 

From the standpoint of the number of 
workers normally covered by a collective- 
bargaining agreement, the Bureau's file 
discloses these characteristics: (1) a multi- 
plicity of contracts covering, on the aver- 
age, relatively few employees of small 
business enterprises; and (2) a relatively 
few agreements negotiated with the very 
large corporations covering the majority 
of workers. 

Approximately one out of every four 
contracts covered less than 50 workers, 
and three out of every four covered Jess 
than 500 workers. In the aggregate, these 
contracts accounted for only about a gev- 
enth (13.4 per cent) of all the workegs. 

By contrast, contracts negotiated with 
large employers (or employer assogia- 
tions) hiring 5,000 or more employees 
accounted for over half (53.3 per cent) 
of the 7,180,000 workers for whom €m- 
ployment data were available. Five of 
these contracts—each representative of 
100,000 or more workers—covered 14.2 
per cent of the workers. 

The smaller agreements (involving few- 
er than 50 employees) were most frequent 
in such nonmanufacturing fields as truek- 
ing, trade, and the various services—bar- 
ber shops, laundries, restaurants, and 
building maintenance. Larger-scale bar- 
gaining units, as typified by contracts rep- 
resentative of 500 or more workers, oc- 
curred most frequently in manufacturing 
industries. 

The more industrialized areas, such as 
the Middle Atlantic and Upper Midwest, 
showed the heaviest concentration of 
agreements and worker coverage. To 
gether, these two regions, comprising only 
eight states in all, accounted for almost 


87 





half (47.5 per cent) of all agreements and 
about the same percentage of workers cov- 
ered 

An extremely significant group of con- 
tracts (499) were classified as “inter- 
state." These agreements cover plants of 
the same employer, or groups of employ- 
ers, located in more than one state. Many 
of the largest contracts, covering 2,610,- 


year for some unions and employers to 
negotiate a long-term contract of three, 
four, or five years’ duration, most agree- 
ments are subject to annual renegotiation. 
Analysis of the 1950 agreements revealed 
that 71 per cent of the contracts expired 
in 1951, 23 per cent in 1952, and 2 per 
cent in 1953. Of the remaining agree- 
ments, a few were negotiated for longer 


periods, and several hundred were “open 
end” contracts, bearing no fixed date of 
termination. 


000 workers (over a third of the total) 
fell into this category 
Despite the tendency during the past 
=Monthly Labor Review (U. S. Labor Department's Bureau of Labor Statistics), July, 1941. 


Food Fights Fatigue 


EXPERIMENTS have shown that an individual's efficiency increases after the intake 
f food and that when the interval between meals is too long the amount of work 
accomplished declines sharply and accidents occur 

An analysis of more than 1,000 consecutive accidents observed at one ordnance 
lepot revealed that the greatest number of accidents occurred in the last hour 
before lunch—between 11 and 12 o'clock. The skipping and skimping of break 
fast is cited as an important cause of these accidents. If breakfast is not eaten, 





six hours elapse between the beginning of the working day and the eating of a 


Under these conditions, hunger is bound to ensue, causing 
physiologic as well as psychologic changes. Nervousness, headache, and even 
dizziness may result, judgment is likely to become impaired, and acuity to be 
lessened through untimely fatigue 

Significantly, hunger is not necessarily felt as such, for even among those who 
did not consciously experience the sensation of hunger, there was a progressive 
the accident rate with each hour of the morning. A second rise in the 
rate of accidents took place after 2:00 p.m., reaching a peak (slightly lower 
than the morning peak) between 5:00 p.m. and 6:00 p.m., one hour before the 


end of the work shift 


nutritious meal 


rise in 


National Safety News 12/51 


Reference Work on Labor Problems 


THE PROBLEMS which arise in the field of labor relations in times of national 
emergency form the subject matter of a bibliography issued recently by the U. S. 
Department of Labor's Bureau of Labor Statistics. This new publication is intended 
to provide a handy reference list of readings for those interested in exploring how 
labor problems have arisen and been dealt with, as a background to current trends. 

Labor's relations with the government in periods of crisis are the primary 
subject of the published source material selected for inclusion in this annotated 
bibliography Additional references are labor-management relations, 
activities of special groups of workers, and policy statements of labor leaders 
Special sections of the 10-page pamphlet are devoted to publications dealing with 
World Wars I and II and with the current emergency period. 

Copies of A Bibliography on Labor in National Emergencies may be obtained 
without charge from the New York Regional Office, Bureau of Labor Statistics, 
341 Ninth Avenue, New York 1, New York. 


given on 
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BUDGETING AND JUSTIFYING PERSONNEL EXPENDITURES 


AAx ceNerat Foops, the Department for 
Personnel Administration operates on a 
financial budget which is scheduled and 
approved at the beginning of the fiscal 
year. This budget is a most desirable 
tool for scheduling, planning, and man- 
aging the financial end of the department. 

In planning an expenditure of funds, 
we apply three tests: First, we ask our- 
selves if the projected expenditure is a 
wise one—is it necessary and should it be 
budgeted? 
for actually making the expenditure, we 
review our plan in order to make sure 
that the thought, good at the creative 
stage, is still desirable. Last, after the 
plan has been carried out and the money 
spent, a review is made to see if the pro- 
gram might have been managed better. 
This review helps us to determine whether 
the planning, the execution, and the ex- 
penditures were desirable and purposeful. 


Second, when the time comes 


The following test questions might well 
be applied, not only to the Personnel De- 
partment and its expenditures, but to all 
departments of a company: 


1. Does an expenditure promise to buy 


more progress or greater future security 
for the company and its products than the 


same amount of money used in any other 
way? 

2. Will the expenditure produce econ- 
omies in administration, production, pro- 
motion, or distribution, sufficiently sub- 
stantial to warrant the investment? 

3. Is the expenditure justified in a 
period of great risk and uncertainty, when 
the capital funds of even the best man- 
aged companies are likely to be subjected 
to serious strain? 

There is a danger in these abnormal 
days that many unsound or untried pros 
grams of one type or another may comé 
into being. Many of us have seen several 
of these in previous years. They are the 
hit-or-miss programs, expedient in nature, 
and costly as well as non-productive in 
operation. In addition to the tests men- 
tioned above, there is a ready safeguard 
which can be used to prevent such risky 
undertakings. It is a relatively simple 
three-step program: (1) Try out the sug- 
gested program on a sample group in or- 
der to see what would happen if it were 
adopted; (2) estimate the cost of the 
program; (3) put a conclusion or control 
date on the program, since there are so 
many projects that are started and never 
completed. 


—From an address by Epwarp J. Watsu (Director, Personnel Administration, General Foods 
Corp.) before the California Personnel Management Association. 


Trends in Industrial Sickness Absenteeism 


FOR THE YEAR 1950 the rate of absenteeism among males for sickness and non- 
industrial injuries was 116.8 per 1,000 workers, according to the U. S. Public Health 


Service 


1} nse lend Jlavs or longe 
eight consecutive calendar Gays or ionger. 


than in 1949. Among females, tl 


258.4 and 254.5. 


same 


The 


1950 rates for influenza and grippe, hernia, 


The term “rate” means sickness and non-industrial injuries disabling for 


The 1950 rate was 22 per cent higher 


he 1950 and 1949 rates are approximately the 


and cancer are markedly 


higher, while the rates for tuberculosis of the respiratory system and diseases of the 
pharynx and tonsils are lower. However, the increase in frequency during 1950 
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was participated in by each of the broad cause groups 


respiratory diseases; non- 


rspiratory, non-digestive diseases; digestive diseases; and non-industrial injuries. 
A comparison of the male and female rates indicates that for 1950 the female 
rate is two and one-fifth times the male rate, and for 1949 the female rate is two 


and seven-tenths times the male rate 


A downward trend in male sickness absentee- 


ism, based on illnesses and non-industrial injuries disabling for eight consecutive days 


or longer, began in the postwar period 


—Safety Maintenance & Production 12/51 
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COMPANY PLANNING FOR DISASTER AND EMER- 
GENCIES. By Ivan C. Lawrence. California Per- 
Bonnel Management Association, 2180 Milvia 
Street, Berkeley 4, Calif 10 pages. $1.00 
This is a first-hand, informal report of how 
the Minnesota Mining & Manufacturing Com- 
pany dealt with an emergency caused by a 
terrific blast, which gutted its six-story minerals 
building, killed 14, and injured 50. The author 

ints out that a disaster organization should 
fe able to move quickly, protect workers, save 

es, and render aid. The importance of top 
Wanagement’s role in planning for such emer- 


Gencies is stressed 


METHODS SIMPLIFICATION AND THE SUGGESTION 
SYSTEM. By John E. Horton. The Office 
Beonomist (369 Broadway, New York 13, 
XXXIII, No. 4. The author 
that the simplification 
may be 
gether to increased efficiency 
ration and reduced costs. This may be 
lished by giving a worker some methods 
simplification training, which will enable him 
t@ search out and suggest better ways of doing 
his job. The article details the way in which 
this training program can be set up, adminis- 
tered, and j 


BH. Y.), Vol 
por ts out 
progr um and the su ‘gestion system 


methods 


ac hieve 


use d te 


1 
evaiuated 


OBSERVATIONS ON LABOR RELATIONS. By Henry 
Marius. Labor Law Journal (Commerce Clear 
ing House, Inc., 214 N. Michigan Avenue, 
Chicago 1, Ill.), January, 1952. Labor and 
management, the author believes, have parallel 
interests, and, whether they realize it or not, 

natural partners. He surveys management 
years and concludes 
labor relations cannot be created by 
nust have tl ‘ts in the everyday 
of supervisors with the supervised 


relations through the 


eir ro 


EMPLOYEES ARE PEOPLE . TREAT THEM THAT 
WAY. By Robert Newcomb and Marg Sam 
Mill @ Factory (205 East 42 Street, 
New York 17, N. Y.), December, 1951. The 
mpany with limited funds is not at a 
disadvantage in developing better communica- 
tions with employees, the authors point out, 


mons 


, 
small cc 


90 


since the best device for furthering good em- 
ployer-employee communication 1s _ personal 
contact. The article describes such practices as 
the verbal annual report, individual interviews, 
social contacts, and shop gatherings, which are 
used by company executives throughout the 
country to build good employer-employee rela- 
tions 


A SURVEY OF RECENT RESEARCH FINDINGS IN 
INDUSTRIAL RECREATION. By — M. Ander- 
son. The Research Quarterly of the American 
Association for Health, Physical Education, and 
Recreation (1201 16 Street, N. W., Washing- 
ton 6, D. C.), October, 1951. The values, 
leadership, administration, costs, history, and 
present status of industrial recreation are dealt 
with in this report. Major trends discovered 
by the survey are the employment of more 
fulltime directors to organize and administer 
the employee recreation program, a decided in- 
crease in the number of companies sponsoring 
employee recreation, and the hiring of more 
highly qualified leaders to direct the program 


COUNSELING IN INDUSTRY. Business Informa- 
tion Sources (Available from Business Informa- 
tion Bureau, Cleveland Public Library, 325 
Superior Avenue, Cleveland 14, Ohio), Sep 
tember-December, 1951. 4 pages. 10 cents 
This is a selected list of references dealing with 
the ethics of counseling; its place and practice 
in an industrial organization; the counselor's 
functions, background, and training; the inter- 
view; tie-ins with community agencies; occupa 
tional data; and counseling special groups, such 
as rehabilitants, veterans, older workers, women, 
and government employees 


THE PITFALLS OF PROFIT SHARING. Fortune (540 
North Michigan Avenue, Chicago 11, Ill.), 
Vol. XLIV, No. 2. Managements proposing to 
share profits with employees should know what 
the practice can and cannot accomplish. This 
article explores profit sharing in theory and 
practice, citing the experiences of companies 
that have tried it. Though profit sharing may 
enhance good industrial relations, it does not 
create them, it is pointed out. 
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TRAINING FOR INCREASED PRODUCTIVITY IN THE OFFICE 


What new peveropments have oc- 
curred in office training—both supervi- 
sory and rank-and-file—over the last few 
years? 

While I doubt that many entirely new 
techniques have been developed, some 
standard methods have certainly been 
improved. For example, the technique 
of role-playing has been refined and de- 
veloped so that any thoughtful trainer 
should now be able to use it to good ad- 
vantage. One other definite trend apparent 
today is that of greater support of train- 
ing by top management. Each year more 
executives recognize personnel develop- 
ment as one of their major responsibilities 
To illustrate, let me cite the practices of 
several companies: 

The Beneficial Life Insurance Com- 
pany in Salt Lake City employs about 
150 women and 50 men in its home 
office. It conducts company classes in the 
Life Office Management Institute for all 
interested employees. Every senior officer 
of the company, except the president, 
sponsors a class by attending most ses- 
sions and helping the instructor with 
questions and observations. 

In New York City last year, a vice 
president of New York Life attended 
many sessions of a fast-reading course for 
girls in a tabulation department in his 
division. He insisted on a _ thorough 
follow-up of the classes and assigned the 
class instructor to work with the tabula- 
tion supervisor daily until the girls had 
gotten into the habit of using their new 
skill on the job. Incidentally, fast-reading 
courses are also being given at I.B.M., 
Johnson & Johnson, and other firms. 
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past few years, I have 
visited offices in about 40 states and 
several Canadian provinces. In most 
companies, I inquired about training pro- 
grams. Job Instructions and Job Relations 
were mentioned more often than any 
other form of supervisory training. The 
programs were not always up to 
Training-Within-Industry standards, but 
consciousness of the “J” programs was 
certainly well established. What pleased 
me most was the frequency with which 
company officers added that this time 
they planned to follow up, and not let 
the program die. 


Also noteworthy is the definite ad- 
vance that has been made in the manner 
in which training is being conducted. We 
all know of programs that sounded im- 
pressive in speeches but did not produce 
results. Today, attention is paid to 
“training as the learner likes it,” rather 
than to such programs. Training courses 
are prepared with an eye toward student 
participation. Instructors recognize the 
human characteristic that Jimmy Durante 
analyzed so well when he said, “Every- 
body wants to get into the act.” The 
Teachers Insurance and Annuity Com- 
pany capitalizes on this urge by making 
two or three class members responsible at 
each session for about five minutes of in- 
struction. This practice increases student 
interest and helps develop personalities 
—both vital factors in good morale. 


During the 


On the question of morale, I have 
heard of morale training, but I do not 
believe that morale can be approached 
in this direct fashion. Like Job Relations, 
morale is the result of supervisory atti- 
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enable selected schools to provide cer- 
tain specialized instruction. Thus far, 
these gifts have usually been earmarked 
for professional education, but the idea 
is being expanded. All such gifts may be 
included in the 5 per cent deduction from 
net earnings, before which the 
Federal government allows for charitable 
and educational purposes. 

A unique survey was recently com- 
pleted by one of the big food companies 
in New York. The company asked secre- 
taries of all officers and department 
heads what training they would like to 
have had in preparation for their present 
The strongly recommended 
better orientation for beginners and in- 
struction for in company 
policy and in matters of protocol. As a 
result, some of these secretaries are now 
being trained to conduct orientation 
classes to correct the very need that they 
themselves spotted 

As a concluding item, I should like to 
mention an unusual service called a “Job 
Seminar,” offered at no charge by Gla- 
mour Magazine. The purpose of the 
program is to help girls discover the fac- 
tors involved in making the most of their 
job opportunities. It is a highly practical 
and serious program conducted by a staff 
of well-trained young women, and no 
effort is made to sell subscriptions to 
Glamour. Topics discussed are office de- 
attitudes toward fellow em- 
ployees, benefits of healthy outside 
interests, etc. Also, valuable suggestions 
are offered on such matters as hygiene, 
economical shopping, how to make clothes 
last longer, and other items of vital 
interest and financial importance to 
office girls. Though it is not actually a 
training program, the Job Seminar can 
contribute to good morale among the girls 


taxes, 


girls 


jobs. 


themselves 


portment, 


in any office. 


H. KoOHLERMAN before the AMA Office Management 


Conference, October 18, 1951. 


The Management Review 





Relieving Secretaries of Filing 


HOW CAN SECRETARIES be relieved of the necessity of maintaining the individual 
ofhce files needed by executives? 

In an office handling a large and increasing volume of correspondence dictated 
by executives, the secretary of each executive maintained a separate correspondence 
file. It was recognized that pulling letters from the file and filing were duties of 
which the secretaries might be relieved; however, to centralize the office files was 
not considered a fit move 


e 
le 
e 


The file schemes used by the secretaries were so similar that a relatively simple 
analysis and the institution of minor changes brought them into conformity. The 
pulling and filing time was estimated for all the secretaries. Then an adequate 
number of file clerks was made available to the section and trained, and a schedule 
was set up 

The file clerks made a quick round of the offices after each mail delivery to 
take from the files all material indicated to them by the secretaries. They did the 
iling in a series of visits between and after mail-delivery hours. The secretaries 
were requested not to file at all and to take material from the file only when single 
items were needed 

Under this plan the secretaries were able to handle the increased volume of dic- 
tation without overtime and without the addition of skilled personnel. Stenographic 
skill was thus conserved. 

How to Conserve Stenographic and Typing Skills (U. S. Civil Service Commission) 


Movable Walls—Solution to Office Space Problems 


A QUIET REVOLUTION in theories of office layout has been brewing for more than 
a quarter of a century. Time was when enlarging an ofice—or partitioning a large 
one into several smaller ones—was a major operation, involving weeks of work. 

But with the coming of age of movable walls, the situation has changed. Now, 
it takes a few days at most to install movable partitions in the fashion that best 
suits the current flow of office work. Better still, office routine can go on, since 
there is no debris, no excessive noise, no dust and dirt. In addition to this powerful 
advantage of flexibility, movable walls provide other benefits. To begin with, they 
can be used over and over, an economy factor that makes the original cost (roughly 
equivalent to the cost of conventional walls) of less significance as time goes on. 

Also, movable walls are fireproof and block sound as effectively as ordinary 
walls of twice their thickness. The industry has cases on record where the heat- 
resistant properties of movable partitions gave office employees the extra time 
needed to leave burning buildings safely. 

Generally speaking, the finish of a movable wall is permanent, compared with 
the periodic repainting needed by plaster walls. The baked-on enamel finish of 
steel movable walls and the allthrough color of a composition wall are said to 
withstand any but the very roughest treatment 

Finally, movable walls are from one-quarter to one-eighth the weight of conven- 
tional walls—a strong advantage where floor loading is a prime consideration. Wir- 
ing for air conditioning, telephone, or electrical lines can be contained right within 
the wall base 

—Management Methods 11/15/51 





Sylvia: “When I applied for a job the manager had 
tion was good.” 


Mildred: “What did you tell him?” 


Sylvia: “I said, I'd never been late for work in my life.” 


the nerve to ask if my punctua- 
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FORMS CONTROL MEANS COST CONTROL! 


For every dollar you pay the printer 
for a form, you generally have to spend 
about $20 for filling in, interpreting, 
mailing, filing, and storing it. The total 
cost of a form from cradle to grave is 
thus $21! 

If the form is really necessary, that 
$21 is one of the legitimate costs of do- 
The problem, however, is 
to determine whether it is really neces- 
In addition, after all unnecessary 
have been eliminated, the remain- 
ms must be simplified so that they 
with fewer 
Such a 


ing business 


sary 


handled in less time, 

ind with less effort. 

m is called Forms Control 
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samples of all forms 
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operation > principle applies to 


the various types of specialty forms used 
reg- 


on tabulating machines, autographic 
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isters, and other types of business ma- 
chines. A review of all specialty forms 
might enable you not only to get rid of 
some fancy specialty forms but a machine 
or two, as well. 

After they've gathered samples of all 
their forms, ask your supervisors to fill 
in each one with typical data to indicate 
how they are used. In addition, you 
should obtain the following information 
for each form: 

First, a brief explanation of the ne- 
cessity for the form. Who authorized 
it? Does this person know it is still being 
issued? Second, the reasons for process- 
ing the form with a typewriter or busi- 
ness machine; perhaps it would be faster 
and cheaper to prepare it in longhand. 
Third, information on 
made so that forms can be designed for 
the appropriate type of duplicating 
method instead of as an intermediate step 
for the typist. Finally, where the entries 
come from and where they are going; 
this knowledge may enable you to com- 
bine two or more forms and thus save 


how copies are 


many hours of clerical work 

After you've gathered all the forms 
used in your company, you are ready to 
establish standards. Let us consider first 
Physical Standards, which enable us 
to save about 25 per cent of paper, ink, 
composition, and other printing costs. 

As much as 40 per cent of paper costs 
can be saved if a standard instead of a 
non-standard size is specified. Similar 
savings may be effected by getting the 
right grade and weight of paper for the 
job 

The use of expensive colored papers 
to identify copies of forms is highly over- 
done. White paper is much less costly 
and just as useful. The various copies 
of a form may be easily identified with a 
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marginal code, symbol, number, or corner 
cut. 

The method used for preparing finished 
copy for the printer is another source of 
economy. If you give your work to an 
offset printer, it is quite possible for you 
to skip the typesetting charges by prepar- 
ing copy with an electric typewriter hav- 
ing a carbon paper ribbon attachment. 

Functional Standardization offers an 
even greater opportunity for economy 
than Physical Standardization. It is not 
uncommon to save as much as §0 per cent 
through a Functional Standardization pro- 
gram! In undertaking such a program, 
you should ask yourself the following 
questions : 

What can be done to make the form 
unnecessary? What captions can be 
added, taken out, or changed to make 
the form more useful? 

When is the form filled in, interpreted, 
and filed? Are the various steps taken 


in the proper order? Can peak loads be 
leveled off by better scheduling of the 
form flow? 

Where is the best place to prepare this 
Can it be combined with similar 
work done in some other department? Can 


form? 


it be completed in the field, so that it 
need not be copied on another form in 
the office? 

Can the writing method be improved? 
Could mechanical aids, such as a peg 
board or a visible index, be used to good 
advantage? At Esso we've saved thou- 
sands of man-hours annually by merely 
asking our clerical and engineering per- 
sonnel to write directly on forms which 
have been printed on translucent paper, 
or on offset and hectograph mats. Since 
both the form and the filled-in informa 
tion are duplicated in one operation, 
costly transcribing and verifying work 
are completely by-passed. 

Finally, who should originate, receive, 
or store this form? Can tasks be assigned 
to other clerks to simplify or combine its 
handling? 

It might seem that Forms Control is 
a complicated matter. It really isn't. All 
it takes is a management that recognizes 
the problem, and then assigns the job to 
a qualified employee or staff. With the 
cooperation of fellow workers, and with 
moderately hard work, the Forms Control 
specialist can eliminate useless forms and 
make necessary forms more efficient. 


From Forms Control by N. O. CouviLton (Printing Standards Dept., Esso Standard 


Oil Co., Baton Rouge, La.). 
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The Executive Secretary: Portrait 


THE AVERAGE EXECUTIVE SECRETARY 


36 years 


worked for her 


of age, has 


present employer for eight years, and is earning, on the average, a salary of $255 


per month 


These statistics are based on a 38.7 per cent return in a survey of 10,000 pro 


fessional secretaries, located in 44 states 
official National 
Of these secretaries, 39.3 
17.7, government; 12.3, retail 
company executives are held by 


organ of the 
work for 
firms 


The marital status of these workers is as follows 
11.9, divorced; and 4.7, widowed 


married; 


Secretaries 
industrial 
and 14.5, 
53.5 per cent of those surveyed 


The study was made by The Secretary, 


Association 
16.2, professional men; 
Positions with 


firms; 


miscellaneous 


52.8 per cent are single; 30.6, 


By way of education, 51.7 per cent of the secretaries are high school grad- 
uates; 49.3, business school; and 23.2, college or university 


February, 1952 


—Dun's Review 9/51 





ANNUAL REPORT FROM THE OFFICE 


Ou the “annual reports of de- 
partment heads” have been adopted by 
December 


f 1948, a Southern company approved 


a number of companies. In 


’ an annual report by each de 


that with 
lee 
ito 


time 


su 
1 


mpany believes suc 


report 
(1) It 


> for objective 


following advantage 
of accom: 

ling year. (2) 
medium for presenting 
ndations (3) It 
r planning. (4) It 
management in the evalua- 
‘rvisory staff. (5) It would 


nt in formulating operating 


mm 


uld be prepared as soon 
of the ' 
Personnel Department 
suggested for 
>p irt 


ir and 


‘cts are 


f the Life 
mber 19, 


d. Attendance 

e. Training program 

f. Development of 
talent 


supervisory 


course partic 
Personnel available for promo- 
tion to other departments or 
specialized work 


ipation 


i. Anticipated personnel needs for 
coming year 

j. Suggestions for combating ab 
senteeism and tardiness 


4. Constructive work initiated and 
completed 
a. New and modified methods and 
procedures 


b. New 


orms eliminated or combine 
F l ted I d 


forms introduced 


c. 
d. New or additional machines and 


the results 
Unusual problems and _ situations 
encountered and action taken 


6. Plans and recommendations for 
ing year 
a. Recommended changes 
b. Advantages 
New forms required for the 
change 
New machines required for the 
change 
Other plans, recommendations, 
and ideas to be considered, but 
progress not sufficient to permit 
a detailed report 


Office Management 
1951, p. 69:1 


Association, 





ictivity per factory wot 


»r has increased 


rk 
aC 
the office worker—it has gone up less 
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You Need $1,000,000 in Sales to Pay for 18 Clerks! 


DURING 1950, the average net profit of all American corporations was 4.3 per cent 
of gross sales—or about $43,000 on each million dollars of sales. That profit figure 
is equivalent to the annual salaries of about 18 clerical workers earning $200 a 
month. Thus the average corporation must manufacture and sell a million dollars 
of product before it can break even with the cost of this relatively small clerical 


operation 
—Management Methods 11/15/51 
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ENGINEERING PRINCIPLES APPLIED TO OFFICE Penna.), January, 1952. This article describes 
WORK. By Don F. Copell. The Office (270 six preparatory steps which should be used in 
Madison Avenue, New York 16, N. Y.), No- planning the office layout, and illustrates each 
vember, 1951. The application of sound engi- tep with a chart or sample drawing of a 
ering techniques to every job in the office, floor plan. These steps include: a floor plan 
author states, will result in the reduction drawing showing the present layout of fhe 
wasted manpower and an increase in effi- office and facilities; a summary of present space 
ciency. Use of written job descriptions, chart- and personnel; an organization chart showing 
ing and simplification of important routines, the lines of responsibility and control; a pre- 
centralization of related activities, and appraisal liminary physical survey of the new premiges 
of the quality of supervision are among the _ if the office is to be moved to a new location, 
techniques suggested or of the present space in case of rearrange- 
ment or modernization; a summary of new 
office space and personnel requirements; ang a 


16 WAYS TO INCREASE CLERICAL PRODUCTIVITY. 
line drawing of a schematic layout. 


Management Methods (141 East 44 Street, 

New York 7, N Y.), November, 1951. The 

problem of finding sufficient trained clerical typ ECONOMY-SIZE PRINTING ORDER. By G. R. 

personnel handle the myriad office opera- Fogerty. Purchasing (205 East 42 Street, New 

co! ur economy is growing. This York 17, N. Y.), December, 1951. In choosing 

out that by increasing the ability the most economical printing order, two sets of 

vorker to produce, through the use opposed cost factors must be considered: On 

rocecures ane oypaem, an office one hand, the smallest possible order may be 

_ his stall ¢ uch as 50 most economical, since it reduces, among other 

nethods used by various Hrms things, the danger of obsolescence and the o@st 

on 16 = ferent clerical of storage. On the other, production costs may 

, billing, and letter tend to make the largest possible order the m@st 

economical. The author concludes that in the 

ordering of printed matter there can be fo 

MOBILIZING THE OFFICE FOR PEACE OR WAR. substitute for experience and over-all knowl- 
By Herman Limberg. The Office (270 Madi edge, of company needs 

son Avenue, Slew Y rk 16, N. Y.), Vol. 34, 

No. 2. Mobilization for peace or war requires 

planning and — on for both to be ready 

for either. This article presents a checklist for 


whicn tresses six basic 





KEEP THE OFFICE TICKING IN ‘52. By Ray R. 

Eppert. Office Executive (132 West Chelten 

Avenue, Philadelphia 44, Penna.), January, 

office w ichines, methods, 1952. It is the responsibility of today’s office 

executive to interpret factual data in a way 

a ertlaerr: a. eal tie that will guide management thinking and clearly 

author point it, a master plan should be 

a Oe aa rt age indicate alternative courses of action. The 

ta a ee Sa author points out that the office can assist 

management in the long-range forecasting of 

HOW TO PREPARE YOUR OFFICE LAYOUT. the general economic outlook, in identifying 

By Homer B. Harrison. Office Executive (132 the position of the company within the in 
West Chelten Avenue, Philadelphia 44, dustry, and in predicting company growth. 


minutes, and money ‘or each of these, the 
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BUILT-IN SAFETY 


There is no better foundation for acci- 
dent prevention than pre-planning it in 
the plant layout. If your plant is prop- 
erly designed, you will have a minimum 
Mumber of accidents, all 
ing equal. Some of the ways in which 
safety n be coordinate 
giecring are as follows 

Plant Site. If your plant is on a busy 
highway or busy city street, proper plant 
approac! hould be provided. One-way 
trafic laws should be 
lay ut 
ployees using public conveyances 
a@equate parking facilities 
sideration 

Entr inces and Exits. The mass pre duc- 
tian potentials of most modern plants re- 
QUire that materials and personnel be able 
to move in and out of the plant quickly, 
safely, and economically. Some safety 
méasures to take are: (1) Wherever pos- 
sible, keep rail, highway truck, industrial 
truck, and pedestrian 
(2) Avoid sharp 
spots, intersections, cross-overs, 
points, and similar “built-in” hazard po- 
tentia! (3) Where the volume of traf- 


fic is heavy, receiving and 


other things be- 


1 with plant en- 


considered in the 
Shelters for em- 
and 


are other con- 


grounds 


trafic separated 


blind 


congested 


grades, 


turns, 


partm 
pressed ¢ 


te . 
S«i i ao } ~ at 


particularly the main 


sc a 

ctory aisles, 
traffic aisles, should be of generous width, 
and completely 


| 
as possible, 


as straight 


98 


free of obstructions. One-way traffic 
aisles are receiving increased attention in 
industry and should be encouraged 

Stairs are always a potential hazard 
Some safety features to keep in mind are: 
adequate width, hand rails on each side, 
a non-slip surface—particularly at the 
nose—and landings spaced at generous 
intervals. If located outdoors, the stairs 
should be designed for quick and easy 
cleaning during inclement weather. Radi- 
ant heat can be considered in the desigr 
of concrete steps to keep them clear of 
snow and ice 

Elevators, being the mainstay in verti- 
cal transportation, are fertile areas for 
accidents if not properly planned for the 
tasks they will perform. It is extremely 
important that elevators not only have 
sufhcient capacity to carry the gross load 
but also be structurally designed to ac- 
commodate unbalanced or _pin-point 
loads. 

Ramps are very useful when slight dif- 
ferences in floor elevations must be nego 
tiated by cither pedestrians or vehicles 
However, they should not exceed 10 per 
cent in grade if used by industrial ve- 
hicles. They should have a good hard 
surface and be kept clean and in good 
condition at all times 

Floors, particularly in multi-story con- 
structions, should be of adequate struc- 
tural strength. They should be kept 
free of tripping hazards and be provided 
with proper drainage if subject to liquids. 

Every factory has its share of obstruc- 
tions—pipes, conduits, drains, valves, fire 
apparatus, heaters, etc. It is generally 
not too difficult to locate these obstruc- 
tions in inconspicuous places when the 
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plant is being laid out. Also, proper 
shrouding can eliminate much of the eye- 
sore effect as well as hazard potential. 
Equipment Arrangement and Guard- 
Since statistics show that about 40 
per cent of all industrial accidents are 
traceable to some plant layout or mate- 
rials-handling defect, this is a very fertile 
field for safety development. Here are 
a few points worth remembering: (1) Al- 
ways allow enough space for efficient op- 
eration and safety. (2) Be sure to lay 
out the complete work station instead of 
only the major item of equipment. (3) 
In planning the work station, be sure to 
provide for all necessary handling and 
storage equipment so that the operator 
can work safely as well as efficiently. (4) 
While most machine tools are provided 
with safety guards by the manufacturer, 
the special application by the user, addi- 
tion of auxiliaries, or requirements of in- 
stallation may create the need for addi- 


(5) Always have the 


ing. 


tional guarding. 


safety engineer approve the layout before 
is started. 


T 
ii 


installation 
Painting and Lighting. In planning the 
layout of your plant, give thought to: 
(1) the level of illumination required at 
the work station for good “see-ability”; 
(2) the quality of light as well as its 
quantity; (3) the color scheme of the 
building and equipment surfaces in the 
area of the work station. Color schemes 
provide good light reflectivity 
without brightness or glare, contrast 
between objects, and pleasantness of sur- 


should 


roundings 
Fire and Explosion Prevention. Fire 
potential hazards in 


| 
explosion ire 


From 


a nd 


nearly every plant. Some of the ques- 
tions the plant layout engineer should 
ask himself are: Should sprinklers be pro- 
vided to protect the building or contents 
or both? Should sprinklers be avoided 
owing to the possibility of greater dam- 
age from water than fire? Is there suf- 
ficient ventilation to prevent the accumu- 
lation of an explosive atmosphere? Are 
hazardous areas properly partitioned off 
to prevent spread of the holocaust in 
event of fire or explosion? Is there a 
sufficient number of fire extinguishers 
strategically located throughout the plant? 
Is the potential danger great enough to 
warrant a private plant fire department? 

Flow of Material and Good House- 
keeping. In preparing the layout, the 
plant engineer should: (1) provide space 
at every work station for all things that 
occupy space, whether they be plant 
equipment or material in process; (2) 
know how every piece of material cag or 
will be handled throughout the plant 
from receiving to shipping; (3) keep in 
mind that waste materials must be re- 
moved from the plant constantly. 

Handling and Storage. Basically, there 
are two sources of materials-handling acci- 
dents: (1) injuries due to the lack of 
proper or adequate mechanical aids to 
perform the operation; (2) injuries due 
to faulty mechanical handling equipment. 
The plant layout engineer figures in both 
these basic sources of accidents. In the 
first he has failed to provide proper and 
adequate equipment to perform the op- 
eration. In the second he has failed to 
see that the equipment provided was 
properly designed and installed 


an address by R. W. MALtick before the 39th National Safety Congress 





THE QUICKEST WAY to acquire self-confidence is to do exactly what you are afraid 


to do! 
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-E. F. G. Gerarp 








SIZING UP PROSPECTIVE SUBCONTRACTORS 


Mi orenuat shortages and M-Orders 


have started to cut into civilian volume, 


and many machine shops are eager to get 
’ As a result, the danger 


some will be tempted to 


work 

has arisen that 
oversell 
aren't equipped t 

From the standpoint of the 
@actor, the delay and expense 
in @hecking every would-be 
is & sound an ecessary 
There are five l ints t 
—and pote: ll improve 
chafices of getting defense jobs if they are 
prepared t } > > Wye ° 


themselves and tackle jobs they 
» handle 
prime con- 


lved 


subcontractor 


inv 


investment 
) investigate 


their 


vailability of 
re and condition 
or attachments? 


the yrk to close toler- 


Some large primes send engineers 


2, Can 
ances’ 
to iMspect a subcontractor’s plant, study 
the Condition of the equipm ind test 
its Operations before the first con- 
tract. 

3. What 


. 
Operations Report 


New Yi 


nt, 


is th ompany’'s financial 


(Researcl 


wrk 17, N. Y.), 


Institute of America, Inc., 


standing? Subs’ credit reports should be 
investigated as closely as those of cus- 
tomers. If a sub gets into financial trou- 
ble, the prime may lose materials or parts 
and may suffer costly delays and produc- 
tion bottlenecks. 

4. How good is the management of the 
What type of scheduling is used 
in the plant? How much reliance can be 
placed on promised delivery dates? Can 
you depend on the company’s estimating 
and costing? (In the last war, some in- 
experienced subs made serious mistakes— 
with actual costs running as high as 300 
per cent over forcing the prime 
to assume a major part of the excess.) 

5. What is the company’s labor rela- 
tions picture? What are the chances 
that labor troubles may disrupt schedules? 

Once the prime contractor has compiled 
a file on potential subs, he should keep 
the information up to date. If he uses 
outside facilities only intermittently, it’s 
especially important that he know of any 
changes in a sub’s equipment or experi- 


sub? 


estimates 


ence. 
292 Madison Avenue, 
January 2, 1952, p. 1:1. 


Novelty Clinches Safety Lessons 
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ATOMS YOU CAN USE 


Ix ONLY FIVE YEARS, radioactive atoms 
have moved from the secret government 
laboratory to the industrial production 
line. Today, there is hardly an industry 
which cannot use them to uncover new 
facts about materials and devise new 
processing methods. 

And this is only the beginning. It’s 
safe to predict that industrial use of 
radioisotopes will increase tenfold or more 
in the next few years, particularly since 
many new sources of isotopes are being 
developed. 

In addition, there is a strong possibility 
that waste fission products—the hodge- 
podge of isotopes that remains after plu- 
tonium has been removed from piles de- 
voted to atomic-bomb production—will 
soon be tapped to provide radiation 
sources for industry in quantities that 
will make present use-figures look like 
1934 tax rates. 

What are radioactive isotopes? 

Actually, they're just atoms—the ele- 
mental building blocks of which all mat- 
ter is made. But they're a little different 
from ordinary atoms. Through exposure 
to an atomic pile or a cyclotron they've 
been made unstable, tending to break 
down. When they do, they give off one 
or more types of radiation, which is 
readily detected by such instruments as 
the Geiger counter under almost any con- 
ditions. And the tendency of radioiso- 
topes to give off radiation is not affected 
by heat, cold, or chemical processing. 

In general, radioisotopes are used in 
two ways: as “tracers” or markers, and 
as sources of radiation. 

Used as tracers, radioisotopes make it 
possible to follow atoms through complex 
chemical reactions, to learn how and why 
processes work, and how materials are 
made. Harris Research Laboratories, for 
instance, used radiocarbon in studying 
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the process by which living cells produce 
cellulose—a study aimed at finding better 
methods for making synthetic textiles. 
The second use for radioisotopes—as 
a source of radiation—is similar to the use 
of radium and X-rays. Like X-rays, iso- 
topes can be used, for instance, to inspect 


castings. Armour Research Foundation 


for Illinois Institute of Technology is also 
experimenting with them as a means _for 
inspecting packages— particularly for 
measuring density of package contents. 


So much for the advantages of radigiso- 
topes. Prospective users also want to 
know about the dangers of handling ac- 
tivated atoms. They want to know if 
they'll have to erect heavy concrete walls 
and install Rube Goldberg gadgets to 
handle radioisotopes. 

In some cases, they will. But, for many 
types of experiments, all that’s needed is 
a small storage vault, a radiation monitor, 
a pair of long-handled tongs and as mitch 
respect as you'd show to nitric acid or any 
other common, but dangerous, material, 

Further, it is, and will increasingly be, 
possible to obtain “packaged” procesging 
equipment, built, installed, and servited 
by engineering firms. Such equipment 
would not require nuclear physicists on 
the production line. Of course, in ¥e- 
search, it is important to have traified 
scientists to supervise handling of isotopes. 
However, Oak Ridge Institute of Nu- 
clear Studies, Tracerlab, and several uni- 
versities now offer courses at which your 
staff members may receive training. 

What industries should consider iso- 
topes? Stanford Research Institute, in a 
recent study of possible industrial appli- 
cations for waste fission products, reports 
that every company it visited had some 
potential use for them—once its engineers 
understood what they could do. And 





one-fourth to one-half of the companies 
had a potential large-scale use 

How, then, does one get started? 

First, understand your problem. Know 
what you want to do—and why. And 
be sure the problem can't be solved as 
easily by a standard technique. 

Then, get in touch with the Atomic 
Energy Commission's Isotopes Division, 
Oak Ridge, Tenn., Brookhaven National 
Laboratory, Upton, N. Y., Argonne Na- 
fional Laboratory, Chicago, or with sup- 
pliers of processed isotopes or isotope 
equipment. Any of these will guide you 
in the first steps toward isotope usage 


whether you do the research in your own 
plant, or have it done by one of the com- 
mercial laboratories now equipped for 
such work. 

If you decide to do your own research, 
it’s important to get the right radioiso- 
tope. Over 150 are now available, and 
the choice for an experiment will depend 
on the material under study, duration of 
the experiment, accuracy required, etc. 

In making these decisions, published 
AEC reports can be most helpful. They're 
sold by the Office of Technical Services, 
Dept. of Commerce, Washington 25, 
D.C 


Modern Industry, January 15, 1952, p. 41:5 


RESEARCH ACTIVITIES OF 125 


Res: ARCH and development expendi- 
tures of almost half the 125 manufactur- 
ing companies recently surveyed by the 


Conference Board have risen consider- 
ably since 1946, though they have not 
quite kept pace with rising sales 

e companies are divided almost 
evenly those now spending a 
greater percentage of their sales dollar 
on research and development, those spend- 
ing @ negligible amount, and those whose 
research and development costs are mixed 
with other expenditures and cannot be 
accurately estimated. Many of these lat- 
ter companies, however, report substan- 
tial expenditures on research. 

In most reporting companies, research 
expenditures will increase with sales in 
1952. Dollar expenditures will rise, gen- 
erally, from 10 per cent to 25 per cent 
over 1951 
are reported, the greatest being a 280 per 
cent dollar expenditures ex- 
pected by a company now negotiating a 


among 


levels. Several larger increases 


increase in 


government aircraft contract 
Increases in research expenditures will 


102 


MANUFACTURERS: A SURVEY 


not keep pace with sales in all companies. 
A dozen companies report they will spend 
a smaller percentage of sales income on 
research and development activities in 
1952. Dollar expenditures, however, will 
ise in almost all these companies 

Appreciable shifts in research emphasis 
in the past five years are reported by 
about half of the cooperating manufac- 
turers. Generally, this shift has been 
toward more fundamental research, new- 
product research, and product develop- 
ment. 

However, a number of other companies 
are devoting more time to applied re- 
search and product adaptation. 

Though there exists a difference of 
opinion as to whether trouble shooting 
and quality control can properly be con- 
sidered research, a great many cooperat- 
ing manufacturers report that they have 
intensified their work in these fields in 
the past five years. 

Almost two-thirds of the cooperating 
companies do 95 per cent or more of their 
research and development work in their 
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own laboratories. Only 15 of the 109 port that as much as 25 per cent of their 
companies reporting on this noted that research and development expenditures 
they did less than 75 per cent of such are assigned to such services. 
work with their own facilities. 
a ectiinies Though over half the companies report 
Research done in other than company . ; 
“; that they are doing some of their re- 
laboratories appears about equally divided , 
. search and development in connection 
between commercial and college labora- 
ve: with government work, only four com- 
tories, with college laboratories getting , Py. 
 ¢ anies say that such activities amo 
the bulk of fundamental research assign- ay Sy —_ ER ASLES SnSUS OD 
as much as 50 per cent or more of their 


ments. Other facilities used by the com- 

panies for their research and develop- total research program. On the other 
ment include trade association labora- and, about three-fourths of all compa- 
tories, consultants, and the laboratories of | nies doing research for government work 
associate companies, suppliers, and cus- report that it is either a negligible amount, 
tomers. But these seem to be of minor or less than 10 per cent of all reseafch 
importance, for only two companies re- activities. 


Government-Owned Patents for Free Use Listed 


A LISTING of 2,339 patents owned by the U. S. government and available to Ameri- 
can business men for use without charge has been prepared by the Government 
Patents Board. 

The patents listed cover a wide range of products and processes, new uses for 
raw materials, and new methods of handling mechanical problems. Classifications 
indicate the commercial fields to which the inventions apply. The patents are on 
inventions developed in Federal research programs. 

On releasing the list, the Board's chairman said: “The material presented here 
should provide a fertile source of technical information to many manufacturers, par- 
ticularly small ones, who are confronted with new production problems brought 
about by the defense mobilization effort and to scientists and technologists who are 
at work on new research problems. It should provide business men with much 
information which they can turn to profitable use.” 

Government-owned Inventions for Free Use sells for $1 a copy and may be ob- 
tained through field offices of the U. S. Department of Commerce or from the 
U. S. Government Printing Office in Washington. 








AMA SPRING MANUFACTURING CONFERENCE 


The Spring Manufacturing (formerly Production) Conference of 


the American Management Association will be held on Monday and 


Tuesday, April 7-8, 1952, at the Hotel Statler, New York. 
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MILITARY PACKAGING: A PACK-A-LOG. Packag- 
ing Parade (22 E. Huron Street, Chicago 11, 
Il.), Ne be 1951 This “Pack-A-Log™ 
I ive outstanding 
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December, 1951 With 
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DESIGN FOR SAFETY. By Richard Cheney. Steel 
ways (350 Fifth Avenue, New York 1, N. Y.), 
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AN EXPERIMENT IN PRODUCTIVITY MEASURE- 
MENT. By William Langenberg. N.A.C.A. Bul- 
letin (N nal Association of Cost Account 
ants, irk Avenue, New York 22, N Y ), 
Janua Though productivity is gen- 

I the expenditure of 
should be 
effort. The 
comprehensive 
evaluates both 
(output) and 


resources as 


or 
ll 
1h 


ce, Ca il invested, 

input are placed on 
npower-equivalent 

’ i e calculations which were 
an actual case application are detailed. 


RELATING INDUSTRIAL RESEARCH TO THE COM- 
PANY. By Waldo H. Kliever. Mechanical Engi- 
(29 West 39 Street, New York 18, 
, December, 1951. The purpose of in- 
istrial research, the author states, is the 
evelopment of new and better products and 
he achievement of lower costs. He analyzes 
e research techniques which he believes will 
lead to these objectives, concluding that re 
and engineering people must consider 
markets and costs in choosing projects and 
deciding on the techniques to be used in work 
ing on them 


search 


ANALYZING PURCHASING MANAGEMENT. By 
Herman Limberg. Purchasing (205 East 42 
Street, New York 17, N. Y.), December, 1951 
The author presents a checklist for conducting 
a management audit of a purchasing depart- 
ment. The checklist is divided into these com- 
ponents: Right Specifications, Right Time, 
Right Quantity, Right Price, Right Suppliers, 
Right Procedure, and Inventory Control. By 
noting his findings and recommendations 
directly on the checklist as the survey pro- 
gresses, the analyst will simplify the compila- 
tion, classification, and evaluation of his data 
and the eventual preparation of his survey 
report 


PLAN YOUR GOVERNMENT CONTRACTS FOR 
PROFIT. By John T. Tomicki and C. Richard 
Gunzer. American Machinist (330 West 42 
Street, New York 36, N. Y.), January 21, 
1952. The authors feel that more contractors 
would bid on government work if they were 
convinced that adequate prohts can be made 
and retained; that government requirements 
as to bids, awards, allowances, and renegotiation 
are not unfair; and that productive experience 
on special war materials has long-range peace- 
time possibilities. This article, which is based 
on examination of the record and experience 
with negotiation since World War II, describes 
the various kinds of contracts, points out what 
business is subject to renegotiation, discusses 
the factors which aid retention of profits, and 

how to compute profits from defense 
business 


1 
shows 


COMING: COMPONENT PARTS SCHEDULING. 
By Jack Robins Commerce Magazine (1 
North La Salle Street, Chicago 2, Ill.), Decem- 
ber, 1951. The aim of component parts 
scheduling is to control shipments so that new 
materials allocated and distributed under CMP 
can be handled and delivered promptly. The 
technique described here was used with suc- 
cess in World War II. The author discusses 
in detail the aims, methods, and procedures 
involved 
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SIX RULES FOR KEEPING SALES LOW AND COSTS HIGH 


Six rules for keeping sales low and dis- 
tribution costs high are being followed 
faithfully by more than a few companies. 

They are disguised, according to 
Charles W. Smith, marketing specialist, 
as “horse sense” assumptions, but any 
manager who finds them being practiced 
in his company can expect limited sales 
and rising costs. Here they are: 


1. Our salesmen know all the best 
prospects and don't need to be told where 
to call for most profitable results. 

Belief in this fallacy blocks the road to 
finding new prospects. One company 
which operated on this comfortable the- 
ory was astonished to discover that 2,200 
of the 5,000 well-rated stores in one 
branch territory weren't being solicited at 
all. Another was shocked to find that a 
mailing list compiled from information 
submitted by salesmen omitted one out 
of four outlets the company was currently 
selling. When the general manager of a 
third company took a quick trip through 
12 towns to satisfy himself that there 
were really no profitable accounts his 
salesmen were by-passing, he uncovered 
worthwhile dealers in 10 of them. 

The fallacy of the omniscience of sales- 
men grows out of the canard that the 
best salesmen require absolute freedom to 
produce optimum results. Actually, ev- 
eryone can profit by the right kind of di- 
rection and advice. 

2. Our salesmen understand and ap- 
ply our sales policies uniformly. 

Too many managers assume that sales 
policies are being carried out, simply be- 
cause it is so hard to find out what is 
happening in the field. The sensible pol- 
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icy of allocating sales time in proportion 
to potential account volume is an illus- 
tration. Casual check by one sales man- 
ager who thought his men were following 
this directive showed that some of them 
were making the same number of calls on 
all accounts, large and small. Others 
were spending most of their time on fa- 
vorite accounts. Sometimes, salesmen don't 
enforce policy because they don’t under- 
stand it. This proved to be the answer 
in a company which wondered why mast 
of its sales were being made in its low- 
margin products. Its salesmen simply 
hadn't been told which products to push. 
Sales policies may also be dead letters be- 
cause they are basically impractical. 

3. Salesmen always learn the best ways 
to sell all products if they stick at the job 
long enough. 

If this were true, all salesmen would be 
using exactly the same methods. Yet 
every sales manager who investigates finds 
a wide variation even among his best 
men. Some effective methods which might 
never be “discovered” independently have 
only to be mentioned to be used. One 
company found that salesmen who 
checked stock before asking for an order 
made more sales than those who did not. 
Sales training programs have proven that 
it pays to discover which methods work 
and then pass them on to all salesmen in 
the company. 

4. Our past sales are an infallible yard- 
stick for measuring our sales opportunity. 

Any company which plans exclusively 
on the basis of past sales is simply pro- 
jecting its past omissions into the future. 
Under this system, it is impossible to spot 
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underdeveloped markets. One company 
was able to double sales by more intensive 
solicitation of key accounts in underde- 
veloped areas. The increased volume low- 
ered over-all sales expense and enabled 
the company to expand plant facilities so 
that it could serve customers who would 
turned to competitors. 


have otherwise 


Actually, past sales are only one index 


to sales potential 


5. Straight commissions are always a 
found method of compensating salesmen 

This axiom of selling is responsible for 
the neglect of many long-term activities. 
One company adopted a bonus incentive 
plan in order to get its salesmen to ar- 
fange for window displays. Another en- 
@uraged team work by substituting a 


McKinsey & Company (60 West 42 Street, 


group compensation plan. Still another 
found it advisable to put all its salesmen 
on salary in order to cut down turnover 
due to fluctuations in short-term earmngs 
under the commission plan. 

6. You can't forecast sales in our busi- 
ness or coordinate sales with production 

Traditional methods may not work, but 
there is some way of forecasting sales and 
controlling inventory on a fact-founded 
basis in literally every business. One 
company with a widely diversified prod- 
uct line improved its marksmanship by 
analyzing the trend of orders received 
against a pre-season, item-by-item sales 
forecast. As in other marketing areas, 
coordinating sales and production takes 
open-minded top management thinking. 
New York, N. Y.) 
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equipped salesmen of Canadian Tire Corporation, 
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stopping skillfully at the bottom. 
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A. J. Billes, 
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SETTING PRODUCTIVITY STANDARDS FOR SALESMEN 


At our company, the sales department 
was faced with a well-defined problem: 
How could the salesmen be most effective- 
ly utilized to increase marketing profita- 
bility? Over a 15-year period, total sales 
manpower cost had increased 179 per cent 
while the gross operating margin had in- 
creased only 17 per cent. As a result, 
profit per sales unit had decreased. 

We had been making time studies of 
our service station personnel which had 
brought about substantial economies in 
operating cost. With this proof of what 
could be accomplished by time study plus 
a real interest in aplying good manage- 
ment principles, it was agreed that a de- 
tailed time study should be made of a 
sample marketing region to determine 
what the salesmen were doing—to analyze 
their selling techniques as indicated by 
the way they spent their time and the 
effectiveness of their selling methods. 

To find out how the salesmen spent 
their time, the salesman’s job was broken 
down into about 50 elements, the broad 
nature of which is indicated by the fol- 
lowing examples: 

. Stock Checking 

. Selling with Samples 

Want Book Selling 

. Display Advice to Customer 

. Waiting for Customer 

. Handling Customer Complaints 
. Traveling between Calls 

. Writing Orders 

. General Conversation 

10. Collection and Adjustment 
In addition to noting the time spent on 
each job element, we recorded sales at- 
tempts and whether or not a sale resulted 
from each attempt. We also measured 
the effectiveness of the different sales ar- 
guments used in selling a product. 

The time study observers, who accom: 
panied the salesmen on their calls, were 
carefully selected for the study. They 


ownanwreh wn 


© 


February, 1952 


had to be highly skilled because of the 
complicated time study and observation 
techniques required, and they had to have 
personal qualities that would gain the 
confidence of our salesmen and customers. 

After the completion of the study, the 
data were accumulated. The most inter- 
esting picture to management was the 
one showing how the salesmen spent their 
time. 

It was found that in an average day 
the dealer salesman spent only 29 per cent 
of his time on direct selling effort. It 
was clear that in order to increase this 
time, other times must be reduced. Travel 
between calls took 20 per cent of the 
salesman’s time. In many cases, it was 
possible to cut this time in half by careful 
scheduling and planning. 

The study revealed that the average 
salesman spent 10 per cent of his time idly 
waiting for the dealer. A wide-awake 
salesman can materially reduce this time 
by trying to call when the dealer will be 
available, or by writing his reports, check- 
ing stock, planning his work, etc., while 
waiting. 

A book could be written about the non- 
direct selling talk—conversation on base- 
ball, fishing, politics, etc. Though a feel- 
ing of “friendliness” is important in any 
customer-salesman relationship, the poorer 
salesman will attempt to sell himself 
rather than his products. The study 
showed that the average salesman spent 
11 per cent of his time on this type 
of conversation. We found some sales- 
men spending as much as 40 per cent of 
their time with the dealer on talk unre- 
lated to selling; invariably these were our 
less effective salesmen. 

The “Time and Duty Study,” in addi- 
tion to giving us a time breakdown, told 
us how effective our selling methods and 
sales arguments were. 
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On the basis of the facts revealed by 
the time study and discussions with cus- 
tomers and the salesmen, standards were 
set up for the number of calls that should 
be made for different volume accounts 
and the number of accounts to be handled 
by one salesman. 

In addition to developing standards for 
sales productivity, the time and duty 
study may be used in several other ways 
to increase marketing profitability. Some 
of these are: (1) to establish basic prin- 

ciples and objectives for selling the prod- 
ucts of the company; (2) to prepare job 
descriptions and duty lists for selection, 
training, and evaluation programs; (3) 
to supply material for training programs; 
(4) to set more objective standards for 
the rating of salesmen; (5) to emphasize 

reed for a better selection of super- 
visors; (6) to h Ip determine the mini- 
mum profitable volume of existing ac- 
and order saa 
profitability of 


counts, new accounts, 

ties; (7) to determine 
ducts; (8) to determine the prof feabil 
of different types of customers 
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new business, in that order. The remain- 
ing two-thirds share the attitude expressed 
by D. J. Carroll, manager of sales promo- 
tion and training at Detroit Steel Prod- 
ucts: 

We are sati sfied to go along without 

worrying about a _ dollars-and-cents 

analysis of results. We have found that 

the major results of exhibitin g are that 

we renew old friendships, make new 

friends, have an opportunity to show 
nts in our products and to 
products 

After determining where the exhibi 

After determining where the exhibit 
will be held, who the audience will be, 
and what results to expect, the purpose 
of the exhibit must be decided. Selling 
was given as the purpose of the exhibit 
in 82 per cent of the cases; education, in 
60 per cent. Training was given in only 
12 per cent of the cases, with good will, 
institutional, and public relations grouped 
together in 9 per cent. Entertainment 
was stated in only 5 per cent of the cases 
studied. 

Another factor to be considered is the 
selection of devices to be used in design- 
Some of those used by 
line draw- 

displays, 


improveme 


announce new 


ing an exhibit. 
the companies studied include: 
displays, static 
models, panels, animations, pro- 
jectors and slides, island displays, and 
rotating displays. Actual equipment in 
use also proves effective. Elwell-Parker 
Electric Co., for example, operates its 
material-h: pacing trucks right in the 
booth; Otis Elevator demonstrates a piec 
of equipment; Nordberg Mfg. Co. uses 
operating models of its crushers, engines, 
or other equipment whenever possible. 


ings, action 


posters, 


The audience, the results expected, the 
uses of the exhibit, and the kind of exhibit 
needed, enter into deciding what an ex- 
hibit will On the average, staff- 
designed and -built exhibits are less costly 
than those designed and built by consult- 
ants, it was found in this investigation. 
The cost of the first group was generally 
under $1,000, while the second cost 


cost. 
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between $1,000 and $3,000. The prin- 
cipal reason for this difference is that the 
consultant-type exhibits are generally 
more elaborate. The lowest exhibit cost 
reported was $50; the highest, close to 
$100,000. The most common range was 
$1,500 to $2,500. Two-thirds of the 
companies studied set up an annual ex- 
hibit budget covering the cost of con- 
structing the exhibit, space travel 
costs, time of personnel manning the ex- 
hibit, etc. Annual budget figures ranged 
from a low of $500 to a high of over 
$100,000. The budget figure given most 


cost, 


frequently was approximately $5,000. 


One of the big questions that always 
comes up is who and how many should 
be at the exhibit. Most companies find 
that two to four salesmen are adequate 
for the average exhibit. In some cases, 
it is also necessary to have service men 
available to talk with present owners in 
order to relieve salesmen for selling work. 
Saul Poliak of Clapp & Poliak, show 
managers, points out that booth repre- 
sentatives should have full technical 
knowledge of your product line—not just 
be able to quote prices and delivery dates 
or refer to a catalog; your booth repre- 
sentatives should also know how to dem- 
onstrate every product set up for demon- 
stration. He also suggests that you pre- 
pare a detailed schedule of personnel for 
each day of the show, and for each period 
of each day, and see to it that every booth 
representative is completely familiar with 
the schedule and knows that he must 
adhere to it. A “dress rehearsal” of all 
your booth representatives before the 
show opens, with a talk by the man in 
charge, followed by a question-and-answer 
period, is also recommended. 

Determining what should be handed 
out at an exhibit is another important 
factor. Almost 90 per cent of the com- 
panies studied distribute literature, cata- 
logs, or booklets at the exhibit. Approxi- 
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mately 20 per cent distribute novelties of hibit is for good-will purposes only. In 
the case of those that do go after leads, 
returns are impressive. One company 
obtained almost 4,000 leads at a show hav- 
leads at exhibits as there could be, an ing an attendance of 60,000. This com- 
analysis indicates. Many companies are pany converts as high as 40 per cent of 
apparently sold on the idea that the ex- these leads into sales 
Dartnell Research Study No. 608 (Dartnell Sales Service, Chicago 40, Ill.) 


some nature 


There is not as much effort to obtain 


Dealer Window Displays—A Survey 


A RECENT SURVEY conducted among its members by the Association of National 
Advertisers to determine the over-all policies of manufacturers with respect to 
dealer window displays uncovered the following information: 

More than four-fifths of the companies notify their dealers of the availability 
‘f non-mechanical window displays prior to shipping them, while all the companies 
give prior notice before sending mechanical window displays to their dealers 

Nearly two-fifths of the firms use professional installation companies for 
distributing their full window displays, while one-half of the companies use profes- 
sionals for installing non-mechanical full window displays. The companies in 
the liquor industry are major users of professional installers 

Of all of the industries included, the textile group is the only one in which 
the dealers install all their displays. In the rest several installation methods are 
employed 

Companies in the drug and cosmetic, alcoholic beverage, and food industries 
do not have their dealers pay for displays. In the other industries the dealers 
have to pay in some way for certain displays 

About one-half to two-thirds of the companies do not use traveling or itinerant 


displays. 
Dun’s Review 10/51 


What Is the Advertising Dollar Worth Today? 


WHAT'S BECOME of the 1940 advertising dollar? How much advertising can you 
with a 1940-size budget? 
made in 1946 by G. M. Basford Co., New York agency, showed an 
of 42 per cent over 1940 in the over-all cost of an average advertising 


increase ae 


campaign. Costs in 1951, says Henry C. Silldorff, president of Basford, are up 
inother 45 per cent since 1946—or an increase of 106 per cent since 1940 

This means that you can buy less than half as much advertising as you could 
in 1940 with the number of dollars you invested in advertising in that year. Thus 
the ad dollar of 1940 is now worth less than 50 cents. This estimate is based 
on increases in the cost of engraving, electros, typography, art, and space 

For example, charges on an engraving job that cost $1.00 in 1940 had increased to 
$1.31 in 1946 and to $1.80 in September, 1951. 

Art cost shows an even greater gain. Charges for the same art values have 


been as follows: 1940—$1.00; 1946—$1.90; September, 1951—$2.65 


The cost of space, though up and still climbing, has not increased as fast as 
art costs. The figures for space cost are: 1940—$1.00; 1946—$1.49; September, 
1951—$1.92 

On the basis of these figures, the cost picture of a typical advertising program 
today shapes up like this: 1940—$1.00; 1946—$1.42; 1951—$2.06 


*? 
—Printers’ Ink 12/26/51 
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TIME FOR A REVIEW OF ACCOUNTS 


Wrumue susiness will continue good in 
most lines, a number of individual ac- 
counts are likely to go sour without much 
warning in the next six to eight months 
Alert sales executives are therefore going 
over customer lists with a critical eye, in 
an attempt to pinpoint possible trouble 
spots. A Dun and Bradstreet analysis of 
business failures (June ‘50-June ‘51) indi- 
cates the points to look for, since ailing 
companies invariably show one or more 
of the following advance symptoms. 

The first indication of trouble is to be 
found in inadequate sales. This weakness 
showed up in 54 per cent of manufactur- 
ing failures, 47 per cent of retail failures, 
and 46 per cent of wholesale casualties. 
In the light of rising costs and higher 
taxes, it is especially important to note 
whether the customer's sales volume is 
likely to yield an adequate margin of 
profit. Can the company build up re- 
serves against a recession? How do sales 
compare to those of similar-sized com- 
panies in the industry? 

To determine where a customer stands 
competitively, compare his present share 
of total industry sales today against his 
share over the past five years. A com- 
pany in a rapidly expanding market may 
lose competitive standing despite increased 
sales. Though such shifts don’t show up 
in sales figures taken alone, they are an 
important indicator of a firm’s future. 

The second symptom is excessive fixed 
assets. Be especially watchful of com- 
panies in relatively unessential activities 
that have expanded their plants and 
If the plant 


bought expensive machinery. 
can't be used to capacity next year be- 
cause of material cutbacks, fixed charges 

including interest rates and higher taxes 


—may real strain on working 


capital. 
A third indication is receivable difficul- 


put a 
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ties. A check into the credit and collec- 
tion policies of a doubtful account will be 
helpful. Does it keep close tabs on the 
credit outlook and tighten up on collec- 
tions when necessary? Does it weed out 
slow-paying, unprofitable accounts? Does 
it check credit references carefully before 
accepting new accounts? 

Inventory —:,iculties are another char- 
acteristic of the ailing company. Stock- 
sales ratios should be watched closely, 
particularly in the case of manufacturefs. 
Inventory balance is particularly impor- 
tant. Many companies are already being 
squeezed by shortages of such components 
as motors and bearings. These bottle- 
necks are extremely costly, especially 
when they mean that in-process work 
must be taken off the line and stored 
until the components are available. Ex- 
cessive in-process stocks may signal a 
dan erous situation. 

‘are should also be exercised in dealing 
wich new accounts. If you are a supplier 
in a field where shortages of materials and 
merchandise exist, you can expect a 
stream of new buyers to come knocking 
at your door in the next six to eight 
months. Some of this new business will 
be extremely profitable in the long rum, 
but some of it may carry the danger of 
red ink. You will therefore want to be 
especially cautious in applying the finan 
cial tests described above, and you will 
want to ask these additional questions: 

1. How long has the company been 
operating? If it has weathered the first 
four years, the chances of its survival are 
better than 50-50, on the basis of na- 
tional statistics. 

2. How long has the company handled 
its particular line? Last year, lack of ex- 
perience in the line was one of the three 
major reasons for failure among all types 
of business regardless of age. Such cas- 
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latively new 


pliers should give this point special atten- 
tion in evaluating the credit standing of 
companies marketing entirely new prod- 
ucts in the less essential category. 

5. What's the company’s history with 
labor unions? Is it in an industry char- 
acterized by frequent strikes and work 
How the company 
now running to its approximate break- 
even point? Would it be able to meet 
demands without an increase 


J ~ . . 
stoppages? close is 


new wage 
in price ceilings? 

Obviously, a lengthy study of every 
new account is hardly worth while. But 
in cases where a supplier will make sub- 
stantial credit available or invest in new 
facilities to serve new busi- 
to spend some 


production 
nesses it is worth 
ime in evaluating potential customers 
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A FIVE-POINT SALES PROGRAM FOR THE SALESMAN 


WHO HAS ‘“‘NOTHING TO SELL” 


from the defense 


I EEMS ALL too clear, 


pr 


> buyer can obtain these products 

it he is expected to do, and what 

ot to do 

ering their customers a Washington serv- 
ice through which they will fight their 
battles within the NPA division control- 


ling the distribution of that product. 
2. Expediting Delivery 


Some companies are even off- 


2 Today there 
is a great premium on production plan- 
ning. No company can expect delivery 
on July 1 and not receive goods until Sep- 
tember 30, and still Yet the 
country is full of such situations because 


survive 


sales departments do not recognize the 
importance of giving a realistic promise 

not just one which will satisfy the buy- 
er for the moment. 

Moreover, it doesn’t help the purchas- 
ing agent who is trying to place an order 
or improve a delivery to get a simple “No, 
we can't do it” from the salesman. The 
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next question the buyer is going to ask is, 
“Well, what do we do next?” A sales- 
man should know what his customer 
should do next—to whom he should go 
and what can be done to get the order ac- 
cepted or delivery improved 

3. Quality Control. The 
who calls on a customer has the oppor 
tunity to verify specifications. It is his 
job to make sure that the description on 
the purchase order covers the item that 


salesman 


the customer wants. 

At the same time, he can stimulate the 
development of sound commercial stan- 
Simplification and standardization 
economies in production and 
facilitate the transfer of 


dards. 
will effect 
in distribution, 
materials to relieve surplus and satisfy 
shortages, increase production, decrease 


rejections, simplify procurement, and in- 


crease profits 

4. Substitution. The salesman should 
be alert to the possibility of substitution 
when a customer has a critical require- 
ment that can be satisfied by use of an- 
other item which can be delivered within 
Even though 
customer to a 


the buyer's time schedule 
it may mean sending the 

competitor, it is far better to conserve a 
customer and lose a sale than retain the 
sale and lose a customer. 


5. Exchange of Information. Even 
though he has no orders for him, the pur- 
chasing agent might still like to see the 
salesman in order to talk about certain 
problems. 

First, he might wish to discuss with 
him the development of new products in 
his company. Every company, regardles 
of the material situation, should maintain 
a “kitty” of materials which can be dis- 
tributed on a small-order basis to custom- 
ers and potential customers for product 

These are the customers of 
if you fail to cultivate their 
meone else will. 


development 
the future; 
business, si 

Another purpose of this no-sale inter- 
view is the communication of production- 
trend information. What is the situation 
in the salesman’s plant? Is production 
being increased or, for some reason, is this 
impossible? It is important for the pur- 
chaser to know if steel output is going to 
be increased by another 15 million tons 
in 1953—important in his own planing 
and in his ability to answer questions ¢on- 
cerning his company’s production plan- 
ning. 

Also of interest is general market infor- 
mation on the products that the salesman's 
company is selling and how those products 
are being used. 


—From an address by WiLtson B. Wicnrt (Assistant Purchasing Agent, Bausch & Lomb 


Optic al ¢ 


’0., Rochester, N. Y.) before the sales or 


ranizatic of his > . 
sanization of his own company. 


Cutting Salesmen’s Auto Costs—and Accidents 


A PROMOTE-SAFETY-AND-MAINTENANCE 


CAMPAIGN, 


providing for yearly contest 


awards not only to salesmen but to divisions, was initiated at Thomas Lipton, Inc., 


shortly after a switch was made 


mpany-owned cars for the 


entire national 


(Previous to this, the salesmen owned their automobiles and were paid 


sr the new safety-promotion program a sales representative wl 
12 consecutive months of driving without a disqualification receives 


ho completes 


2,500 prize 


points and may select prizes up to that value from the current year's official prize 


book. 


The rules of the contest are such that a disqualifying accident does not throw 


a salesman out completely 
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Everybody can win 


If an accident for which the 








salesman is to blame occurs, for example, in September, he can begin working on 
the new accident-free year starting October 1. 

One Southern Division sales manager made certain the news of the awards 
reached salesmen’s wives. “And we stressed,” he says, “in addition to prizes, 
the angle of safety for the head of the family.” 

Safe driving doesn't receive all the stress, however. Maintenance counts, too. 
Each Lipton salesman has a list of “A and “B” maintenance checks he must 
make on the car he uses: “A™. checks every 1,500 miles; “B” checks every 6,000 
Has all this effort and outlay paid the company? In terms of preventing acci- 

to its men, the cost has been small compared to results. In time not lost 

selling alone, the program has paid its way handsomely. 


Printers’ Ink (as condensed in National Sales Executives Digest, Vol. III, No. 2-3) 


Every Cloud Has a Gray Lining 
ly not news to anyone that women control the purse strings in this 
cent of private wealth; 55 per cent of savings accounts; 


in industrial corporations; and 44 per cent of public 
68 per cent of all estates. They buy: 80 per cent of 


however—grocery shopping—the trend seems to be 

y consolation to the men, they are now purchasing at least 
roceries bought every week. This figure was revealed in a 
newspaper food editors made by J. H. Sawyer, Chicago 


" 


reasons are cited for this switch from female to male food shop- 
shorter workweek; (2) the growth of supermarkets; (3) the increase 
and (4) the continuing shortage of domestic help 
he survey, women grocery shoppers outnumber the men by a 
wide margin early in the week. On weekends, though, when 70 per cent of food 
done, men equal women shoppers in many cases. 


{doert Vien ter (U. S. Chamber of Commerce) 11/51 


Fallacies About Advertising Attacked in Pamphlet Series 


ptions about advertising, the Chamber of Commerce of 

ently published “Fables and Facts About Advertising,” a 

1 pamphlets. The pamphlets are entitled: “The Man Who 
pamy 


uU 
His Own Nose.” “How Cautious Can You Be?” and 


nee 


ng way, each of the series attacks one particular “fable” 
g by pointing out the real “facts” of advertising’s accom- 


lowering prices to the consumer is explained in “The Man 

Beyond His Own Nose.” “How Cautious Can You Be?” 

ymerates the reasons why advertising can be believed. “Where's Elmer?” shows 
w advertising creates demand, builds up production, and increases the number 


1G 


+} 


of jobs 
The National Chamber believes that these pamphlets, properly distributed through 
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manufacturers, retailers, advertising agencies, etc., will do much to dispel fallacies 
about advertising and to present it in its true light as a great force in the growth 
and preservation of the American free enterprise system. 

For free samples of the “Fables and Facts” series write to: The Committee on 
Advertising, Chamber of Commerce of the United States, Washington 6, D. C. 


Also Recommended « « « 





THE MEANING OF MARKET POTENTIAL. Cost 
and Profit Outlook (Alderson & Sessions, 1401 
Walnut Street, Philadelphia 2, Penna.), De- 
cember, 1951. Measurement of market poten- 
tial may be defined as sales forecasting when 
the product involved is a well-established one, 
the article points out. In dealing with new 
products and new markets, however, the market 
analyst needs a new method of evaluation. This 
should begin with an examination of market 
acceptance factors, followed by construction 
of a growth curve, which relates the outlook 
for the given product to the relevant aspects 
of the total consumer expenditure pattern. 


WHAT'S NEW ABOUT THE NEW SHOPPING 
CENTERS? By Carroll J. Swan. Printers’ Ink 
(205 East 42 Street, New York 17, N. Y.), 
November 9, 1951. This article considers the 
significance of integrated shopping centers to 
the national advertiser. These advertisers must 
adjust their thinking to this way of servicing 
the consumer, since, the author feels, an in- 
creasingly larger percentage of retail selling 
will be done in such centers. 


WHAT INDUSTRY EXPECTS OF VENDING. By G 
R. Schreiber. Vend (1564 Broadway, New 
York, N. Y.), May, 1951. If plant managers 
have to expand their in-plant feeding facilities 
in the near future as a result of stepped-up 
production, they will rely heavily on food and 
drink vending machines to supplement cafe- 
terias, snack bars, and food carts. This article 
reports the findings of a recent survey of 240 
industrial establishments designed to determine 
the extent to which vending machines are now 
used, the reasons for new interest in their use, 
and items vended 


RACE FOR THE SUBURBS. By Dero A. Saunders 
Fortune (9 Rockefeller Plaza, New York 20, 
N. Y.), December, 1951. “The dynamic 
growth in retailing today is in the suburbs,” 
says the chief executive of the largest U. S 
department-store chain. This article, in dis 
cussing why the suburban branch department 
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store appeared, how it is developing, and what 
it may do to the downtown store, points out 
some trends that promise impressive gesults 
for those who are aware of them and potential 
grief for those who buck them. One such 
trend is size: According to the article, no 
suburban branch department store hag ever 
proved too large; but the retail world resounds 
with the laments of merchants who buil¢ them 
too small. 


A BLUEPRINT OF THE MODERN SALES MANAGER'S 
JOB. By Burton Bigelow. Sales Management 
(386 Fourth Avenue, New York 16, N. Y‘), 
Vol. 67, No. 9. Because more efficient distribu- 
tion is the key to a continuously expanding 
economy, the job of the company sales chief 
is becoming more and more important i@ the 
corporate structure. The author analyzeg this 
job in terms of 11 main functions and sub- 
functions, with the intention of helping the 
sales executive decide how well he is mé€eting 
his responsibilities. 


A METHOD FOR PRE-EVALUATING MERCHANDISE 
OFFERINGS. By E. L. Quenon. The Journal of 
Marketing (American Marketing Association, 
1525 East 53 Street, Chicago 15, Ill.), Vol. 
XVI, No. 2. The article describes a method 
for pre-evaluating merchandise offerings which, 
the author feels, is an improvement over Other 
methods in use. It is based on an evaluation 
of articles already possessed by the consumer, 
and because of its flexibility is more helpful 
than other methods in dealing with the prob- 
lem of initial selection of items to be carried, 


FACTS FOR CONTAINER DESIGN. The Glass 
Packer (55 West 42 Street, New York 18, 
N. Y.), November, 1951. One point agreed 
upon by the three experts whose papers are 
discussed in this article was that the package 
designer should base his decisions on facts 
rather than on hunches. He should consider 
carefully the market, the product and its com- 
ponents, current trends in promoting the prod- 
uct, structural and merchandising design, and 
the people who will sell the product 
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REAL versus ACCOUNTING PROFITS 


RALPH F. KEELING and STEPHEN J. MUELLER” 


that 
busi- 


ilization 


Wr 
| 


. : 
intiatior nak rl inroads on 


growing fr 


bringing about a peculiar 
under-costing and a corres- 
n of reported profits, 


~come the 


ggerati 
fession has b 

increasing criticism. Accounting 
me, it is said, because it implies 
ntiquated methods”"—to repeat 
n of a leading economist— 
is a constant, whereas it 
a rank variable; because it in- 
recovery of consumed 

zinal or historic cost, rather 
and balances dol 


unts 


is, in f 
sist 
capit 
than : pi ment t 
larg of unequal jue in its acc 
OVERSTATEMENT OF CORPORATE PROFITS 
DURING INFLATION 

The extent of the exaggeration of re- 
ported profits during inflation, as con- 
trasted with economic income, is driven 
home in a study by Professor Ralph 
Jones ‘ale University, and published 
in the Jan 1949, issue of the Journal 
of A In | Pro 
fessor groups the state- 
ments 
companies, handling over 80 per cent of 


business, and, through use 


is analysis, 
financial 


the country’s nine largest stee 


the industry's 
of a conservative index of changes in the 
value of the dollar, adjusts the account- 
ing reports to show the economic results 

For the years 1941-47, inclusive, the 
period covered by 
bined reported net income of the nine 
companies was $1,638 million. However, 
me, expressed in 1939 


Pay- 


the study, the com- 


= 1] 


$45 million 


nom Itant to public 


utilities firms; Mr 


ments of $866 million to holders of the 
companies’ securities were therefore $409 
million (also in 1939 dollars) in excess of 
real profits. Steel managements thought 
they had been following a conservative 
dividend policy, ploughing $543 million 
of earnings back into their businesses 
Actually, despite a wide use of LIFO and 
other measures designed to obtain real 
costs, they had allowed their companies’ 
real capital to be dissipated to the extent 
of about three-fourths of a billion dollars 
in today’s money 

During inflation, the large profit show- 
ings produced by accounting influence 
all groups to unreasoned demands and 
unsound Management, in- 
spired by the illusion of high profits, 
undertakes elaborate and often econom- 
ically unwarranted expansion programs 
Labor leaders point to the bloated profit 
firures and demand a larger and larger 
share for labor. Stockholders request 
higher dividends, and payments to se- 
curity holders often exceed real income, 
with a consequent dissipation of real 
capital. Politicians catering to popular 
prejudice proclaim that the profits are 
immorally excessive and demand higher 
taxes and other restraints on business. 


@ os 
Gecisions 


MEASURING CHANGES IN THE VALUE OF 
THE MONEY UNIT 


Everyone will agree that the problem 
arises primarily from changes in the 
value of the money unit which business 
as well as accounting fails to recognize. 
The changes go unnoticed because of the 
money illusion which sees the dollar as a 


Mueller is Professor of Management, 


and Partner, Burns & Mueller, Management Counsel 
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constant. Because all dollars in domestic 
trade at any given moment of time are 
equal in value, it follows that, between 
two points of time, any change in value 
must be exactly the same for all dollars 
Therefore, relative changes in the value 
of the dollar are properly measurable by 
an acceptable general price index, such 
as the Consumer Price Index compiled 
by the Bureau of Labor Statistics. 
CHANGES IN RELATIVE PRICE OR 
REAL VALUE 

An individual price change consists of 
two parts: (1) That portion which cor- 
responds to the change, if any, which has 
taken place simultaneously in general 
prices—in other words, the portion which 
reflects the change which has occurred 
in the value of the money unit in terms 
of which all prices are expressed; and (2) 
the remainder whether positive or nega- 
tive, arising from other causes, such as a 
shift in relative demand or cost. This 
remainder, known in economics as a 
relative price change, must be recognized 
as a change in real value, whereas the 
first part represents no change in real 
value, but merely the increase or decrease 
in the number of money units required to 
express the original value in terms of a 
changed dollar. 

Obviously, if only a part of individual 
price changes is a reflection of changes 
in the value of the money unit, such price 
changes in their entirety cannot rightly 
be used to measure fluctuations in the 
value of the dollar. 

Though this observation seems elemen- 
tary, it is grossly violated by the more 
prominent proposals and practices which 
purport to provide means of arriving at 
real or economic LIFO, for ex- 
ample, claims to make adjustments for 
changes in the value of the dollar, but in 
measuring the changes for the purpose, 
it uses individual price movements of in- 
ventory items, sometimes a multitude of 


costs. 
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differing ones. And some adaptation of 
the same principle has been strongly 
urged for use in connection with the 
costing of fixed assets. 

The reason for this error stems from 
the fact that most of us find it hard to 
think consistently in terms of two vari- 
ables. Where variables are present, we 
instinctively tend to see one as a constant. 
Whereas the money illusion goes to the 
extreme of looking upon the money unit 
as a constant and therefore upon the 
whole of all price changes as changes in 
real value, LIFO and its relatives jump 
to the other extreme of seeing the real 
value of all commodities as constant and 
all price changes, both individual and col- 
lective, as wholly caused by fluctuations 
in the value of the dollar. The one 
illusion is as unjustified as the other, and 
programs based on the one are 
just as dangerous as those based on the 
other. The matter can be understood and 
solved only through a proper insight into 
the limitations of accounting income and 
asset valuation. 


costing 


ROTATION OF CAPITAL 

Fluctuations in the value of the dallar 
exert, perhaps, their most insidious effect 
on businesses employing capital for pro- 
fit, in the broad sense of both terms. 
Some of the capital may be invested in 
permanent assets, such as industrial lands 
constituting permanent factory sites, but 
most of it usually rotates, or, more pre- 
cisely, shuttles back and forth between 
money and goods. When capital rotates, 
the physical assets in which it is invested 
sooner or later leave the scene perma- 
nently, taking their value, and therefore 
the invested capital, with them. Inventory 
items which are sold and delivered to 
outsiders leave all at once. Fixed assets, 
such as buildings, machinery, equipment, 
mineral reserves, and the like, lose their 
value more gradually—through such 
forces as depreciation, exhaustion, and 
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obsolescence. But whether the value of 
assets takes its departure all at once or 
a little at a time, it absconds with the 
capital invested in them, and unless some- 
thing is done to get it back, the capital 
will be permanently lost. 

When inventories move out, 
from their sale comes back in exchange. 
This affords an opportunity to recover 
the lost capital through appropriate ac- 
counting for sales receipts. Likewise, as 
fixed assets lose their value through use, 
their utilization is supposedly making a 
cantribution to production and therefore 
ultimately to sales. As before, the dis- 
appearing capital can and must be re- 


money 


cayered through charges to income dis- 
tributed over the terms of useful life of 
the assets 

Cc iy ital 
it charges income either too much or too 
little to replace lost capital. If the 
charges are too great, net income is arti- 
figially reduced and hidden capital not 
admitted as profit is amassed. If the 
charges are too small, reported profits are 
artificially enlarged an inroad is 
Made on net capital 

Viewed from the economic standpoint, 
unhampered by the limitations of money- 
ofaccounting and its related concepts, 
thé true nature of the problem is under- 
stood, and its proper solution becomes 
simpler. For it is obvious that the recov- 
ery of consumed capital must be placed 
on a_value-for-value, rather than a 
dollar-for-dollar, In short, the 
recovery must be a sum of money having 
a value equal to that of the actual money 
which first entered into original cost 


1 
costing falls 


in its purpose if 


and 


basis 


REPLACEMENT AND LIFO THEORIES 
One 
leading 
that costing should be based on the cost 


underlies nearly all the 
theory 


thec ry 


proposed solutions—the 


of replacement of consumed assets rather 
Proponents of this 


than on original cost 
theory review the fact that business today 


118 


is no longer a single venture of short 
duration, but a series of repeating ven- 
tures and transactions giving business a 
continuous life and creating the necessity 
of maintaining the level of its essential 
capital. Then they state that during in- 
flation the value of the dollar drops so 
that current replacement costs become 
much greater than historic costs, with 
the result that the capital recovered by 
regular methods based on historic costs 
fails by far to maintain the level of 
essential business capital. 

Up to this point their arguments are on 
tenable ground. But then they spring to 
the conclusion that costing must be based 
on the replacement costs of the consumed 
physical assets. The idea seems plausible 
enough, but it violates fundamental 
economic as well as accounting principles. 

At first glance the theory seems to 
rest its case on the idea of actual replace- 
ment, to which opponents have raised 
many practical objections. To mention a 
few: Commodities often change so radi- 
cally they become difficult to compare, 
let alone equate, as is apparently required 
by the replacement theory. In the case 
of fixed assets, today’s charge can hardly 
be based on actual replacement cost 
when replacement, if it takes place at all, 
will be many years away at an unpre- 
dictable price. 

We have seen also how misleading it 
is to treat all individual price changes as 
wholly caused by changes in the value of 
the dollar, when only a portion of them 
reflects such changes, the remainder con- 
stituting a change in real value. Some- 
times, when the change in real value is 
slight, ic, when the individual price 
change corresponds closely to the change 
in general prices, the difference is negli- 
gible. But at other times, the difference 
can create distortions in costing greater 
than that caused by paying no attention 
at all to price changes. 
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The defects of the replacement theory 
are present in its offspring LIFO, the 
so-called “last-in, first-out” method of 
inventory costing. It looks upon a given 
physical volume of inventory as a con- 
stant volume of real capital, which means 
that it also ignores changes in relative 
price and real value. In consequence, 
gains in the real value of inventory, in- 
stead of being credited to income, are 
automatically charged against income, 
thereby creating a hidden accretion to 
real capital; similarly, losses in the real 
value of inventory, instead of being 
charged against income, are automati- 
cally credited to income and so flow forth 
as apparent profit at the expense of real 
capital. These defects, which become 
most pronounced in cases where inven- 
tories are subject to violent fluctuations 
in relative price, have prevented the use 
of LIFO by such companies as auto, tire, 
and soap manufacturers. 

THE REALISTIC APPROACH 


Two possible ways of attacking the 


problem present themselves. One is to 
work from adjustment of individual items 
to the over-all adjustment; the other is 
to compute the over-all adjustment first 
and then to use it as the basis for the 
adjustment of individual costs. Both 
methods should produce identical results; 
the only question to decide is which is 
the more practical. 

The first method is more in harmony 
with modern tendencies to view profits 
as the product of a relating of costs and 
sales. However, such an approach would 
entail an enormous mass of detail, with 
endless individual calculations. To bring 
the computation within reasonable limits 
of tolerance would require measuring and 
recording the economic value of all 
dollars coming in as receipts, measuring 
and recording all the differing dollars 
entering into costs, followed by compu- 
tations to rationalize the difference be- 
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tween the two sets of dollars, with this 
difference finally translated into terms of 
whatever dollar is to be used to express 
the profits. 

The other and preferable method 
utilizes the balance sheets at the begin- 
ning and end of the accounting period, 
as prepared by accounting, to arrive at 
the over-all, cumulative economic adjust- 
ment. It does this by measuring the 
difference between the economic positions 
at the beginning and at the end of the 
accounting period, and then using the 
over-all computation as the basis for ad- 
justment of individual costs. Both 
methods would have to overcome the 
problem created by working with data 
and results belonging to the past and 
projecting them forward into the present. 
This is met just as easily under the secand 
method as under the first. 

MAKING THE ADJUSTMENT 

A general outline of the procedure may 
be helpful. It is recommended, in order 
to avoid inter-investor problems—where 
one class of investors gains at the expense 
of another through monetary changes— 
that the report be designed to show, at 
least at the outset, the economic income 
accruing to all the investors as a group. 
Once this is known, it can later be 
allocated to the respective claimants. 

The balance sheets at the beginning 
and end of the accounting period in their 
original forms will exhibit’ an array of 
accounting dollars representing a wide 
variety of dollars of past, present, and 
future value. Order must be brought out 
of this confusion by discovering and ex- 
pressing the real value of all the various 
dollars represented in terms of the dollar's 
value as of the date of the ending balance 
sheet. The value ascribed to future 
dollars must, however, be that of the 
dollar of the ending balance sheet date. 
Mathematical equality between the two 
sides of the balance sheet is maintained 








by the introduction of a capital price 
adjustment factor 

The next operation is to re-express the 
adjusted opening balance sheet in terms 
of the dollar value of the clasing date, 
so that both balance sheets will be ex- 
pressed in terms of that same dollar. 
Due consideration must be given divi- 
dends, capital withdrawals, additions to 
capital from the outside, and the like. 
The difference between the two positions 
shown by he two adjusted balance 
Sheets will represent the true net income 
for the period, expressed in dollars 
Gurrent at its The difference 
Between the economic net income and the 
feported accounting profit represents the 


ss difference 


¢ le se 


between true costs and 

unting costs 
The above procedure in no way harms 
the balance sheet or its utilities. It merely 
mak 1 
purpose, and, if desired, restores it to its 
@iginal uneconomic self. It can readily 
be converted into an economic statement, 
by bringing in the economic adjustment 
in one or two entrics, without in any way 
WPsetting the accustomed significance or 
utility of the 
ADVANTAGES OF REAL COST AND 

PROFIT DETERMINATION 


s use of it temporarily for a specific 


rept rt 


ion of real cost 


and profit determination would bring the 
following benefits: 


1. The owners of American industry, 
by reading the financial reports, could 
judge the true economic progress of their 
companies and more inielligently assess 
the competency of management. Genuine 
managerial merit would therefore be 
better appreciated 

2. Investors would have reliable infor- 
mation upon which to base long-term 
investment programs and by which to 
judge the relative real merit of invest- 
ment media. Knowledge of the facts 
concerning real and economic in- 
come would introduce greater rationality 
into the serious 


costs 


and less speculation 
business of trading and investing capital 
on the securities exchanges. 

3. Government, especially if it would 
revise its tax laws to levy taxes on real 
business income, would find the stability 
of its enhanced, and could 
therefore own affairs and 
operations and plan 
more effectively. 

4. The adjustment would bring rich 
rewards to management. It would find 
its public and labor relations improved, 
and its own merits more accurately recog- 
nized. Most important of all, instead of 
groping with unreality, it would be forti- 
fied with reliable information upon which 
to base its plans and decisions for the 


revenues 
conduct its 


more efficiently 


future. 


American Family Pays $575 for Government Welfare Plans 


ONE-THIRD « 


for some 


figures are avail . > amount spen 
ill government spending, according to the Federal 
of $575 for every taxpaying American 


ac llars or 34.2 


Security Agency This means a burden 


family 


programs in fiscal 


spent by Federal, state, and local governments went 


year for which 
23 billion tax 


1950, the last 
on these programs was 


Despite relatively full employment today, one person out of every 13 in the 


soni! ’ ceive ’ nthly 
population receives a nthily 


other than as salary for Federal employment 


income payment 


through governmental sources 
In September, 1951, almost 800 


thousand were drawing jobless pay, about six million were beneficiaries of old-age 


and disability programs, 


" 7 1! 
million were on relief rolls 


2.5 million were drawing survivors’ benefits, and five 


~—Business Action 12/21/51 
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KEEPING THE TAX BILL DOWN 


Tue two tHincs | that are proverbially 
inevitable are death and taxes. Taxes of 
the income variety, however, while inevit- 
able, need not be inevitably high, since 
there are legitimate ways of keeping the 
tax bill down if you are familiar with 
the regulations and handle your trans- 
actions accordingly. 

The manner in which new equipment 
is purchased, for example, can make a 
substantial difference in income tax. One 
firm had some materials-handling equip- 
ment, costing $1,200 originally and hav- 
ing a depreciated value of $200 on the 
books, that was beginning to give trouble 
and needed to be replaced. Tax con- 
siderations made rejection of a trade-in 
offer of $100 and acceptance of a $90 
offer for outright sale the better decision 
of the two, since by taking a loss of $110 
(the difference between the depreciated 
value of $200 and the selling price of 
$90), in the form of an actual sale of the 
old equipment, the firm was able to claim 
—and get—a long-term capital loss, with 
a tax deduction of $27.50. But if the 
company had sustained a $100 loss by 
taking the higher trade-in offer, it would 
not have been able to deduct a cent, since 
the tax people do not recognize gains or 
losses that arise from trade-ins on new 
purchases. (However, if the firm had 
been offered a trade-in of more than the 
depreciated figure, it could have taken 
this, and its book gain would not have 
been taxable.) 

Another saving can sometimes be made 
when a plant having Defense Department 
orders speeds up depreciation schedules, 
not only on new buildings and equipment 
—the most generally known part of this 
tax provision—but on older equipment 
as well. The law permits this when ac- 
celerated defense production wears out 
equipment faster than under normal use. 
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Often a company can effect consider- 
able savings by renting rather than own- 
ing facilities. This is because deprecia- 
tion rates may allow only a comparatively 
negligible write-off every year, whereas 
100 per cent of a rental charge for busi- 
ness purposes may be deducted from in- 
come. In many cases, it is possible to reap 
enough in tax savings to make renting 
very economical. 

It is also useful to remember that 
things, as well as money, count for de- 
ductible charity contributions. By giving 
away old and surplus office furnishings, 
for example, one company was able to 
claim a contribution in its tax return and 
reduce the company’s income tax appreci- 
ably. However, the government will 
allow such a claim only if you put down a 
fair valuation, which means an approxi- 
mation of the true depreciated value, not 
what the donated things cost when new. 

The distinction between long-term and 
short-term capital gains is also useful in 
achieving tax savings. A short-term gain 
or loss occurs on the sale of an asset held 
less than six months. If the item has been 
owned for a half year or more, the gain 
or loss is a long-term one. 

On long-term gains, only half the gain 
is taxable, and at no more than a 50 per 
cent rate. In other words, the highest tax 
on a capital gain of the long-term variety 
is 25 per cent. As with long-term capital 
gains, long-term capital losses are deduct- 
ible only up to 50 per cent. 

However, short-term capital losses may 
be deducted 100 per cent. (And a short- 
term capital gain is taxed 100 per cent.) 
Thus a short-term loss can be used to 
offset a long-term gain of twice the 
amount. If there is a large short-term 
more than can be used to wipe out 
long- and short-term gains—then the loss 
can be deducted from the regular income 


loss 
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up to $1,000. Any loss remaining above 
this figure may be carried over for use 
in the five years ahead 

When the company receives insurance 
payment for a loss, how the payment is 
spent makes a difference so far as taxes 
are concerned. For example, a company, 
two of whose buildings burned to the 
ground earlier this year, had been insured 
for the estimated cost of replacement at 
today’s higher costs—$26,000, rather than 
at their depreciated book valuation of 
$19,000. Question: Was the “profit” of 
$7,000 taxable? 

That depended, the firm was advised, 
upon how the $7,000 was spent. If it 
went to pay for two new buildings of 
approximately the same size and the same 
real value as those which had been 
destroyed, then there was no tax liability. 
But if any part of the $7,000 was banked, 
or spent for any purpose except to replace 

Betty Lez GouGH 


Purchasing, November, 1951, p. 


the loss with nearly identical new build- 
ings, the Government would expect to be 
paid a tax share of the “profit.” 
Generally, such municipal expenses as 
paving liens and special assessments for 
the general improvement of all property 
cannot be claimed as ordinary expenses 
The Treasury takes the view that these 
are expenses which tend to improve the 
value of a company’s property. There- 
fore, the expense must be capitalized; in 
other words, gradual depreciation must 
be taken over a period of years. But ac- 
cording to a Bureau of Internal Revenue 
ruling, expenditures by a taxpayer for 
modification (such as altering a building 
to conform with a street widening) which 
does not increase the value of the build- 
ing, nor render the building better suited 
to the purpose for which used, constitute 
a business expense and are therefore de- 
ductible. 
114:2 


Ten Rules for Selecting a Public Accountant 
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utilities, hotels, department stores, etc., it may be advisable to seek out 
an auditor who specializes in that field 
10. Publiclycowned companies should select auditors by, or with the approval 
of, the outside members of the Board of Directors 
Though 75 per cent of the companies examined in the survey have their auditing 
done by eight accounting firms, and though the 3,000 corporations registered with 
the SEC report an aggregate of only 400 independent public accountants, size 
per se is not considered an exclusive index to technical competence and profes- 
sional integrity. “In the final analyses, the Institute declares, “personal inde- 
pendence, demonstrated integrity and high professional standards are the core 
and kernei of the public accountant, be he a member of a large or small auditing 
firm 


Protecting Investments Against Taxes 


BY THE TIME he is 65, present tax rates will cost $103,683 to a 35-year-old man 
making $10,000 a year, according to William J. Casey and J. K. Lasser, who 
analyze the effect of current high tax rates on savings in a new research study.* 
The potential savings which this man will lose as a result of the post-Korea tax 
increase alone are estimated at $24,299. The lifetime tax cost to a 35-year-old man 
making $25,000 is estimated at $408,762; he loses potential savings of $89,358 as 
a result of the post-Korea tax increases alone 

This burden on future income enormously enhances the value of savings already 
accumulated. And it is compounded by the fact that the tax collector shares in 
income, suffers nothing from loss, and even denies full tax credit for many losses. 
As a result of these factors, a man in the $25,000 tax bracket finds he will keep 
about 3 per cent on return on the stock of a corporation which makes 10 per cent 
before taxes. Yet, if he lost his investment in this stock, it would take him more 
than 43 years to recover his capital from the income of a 3 per cent bond. The 
current tax structure thus places an enormous premium on the safety of an invest- 





ment 

Under these circumstances, the investment approaches which appear to offer the 
most hope are as follows: 

1. Emphasis on putting tax dollars to work to develop capital values, e.g., oil and 
cattle operations. 


2. Emphasis on safety of principal and maximum spendable cash return, e.g., tax- 
exempt securities 

3. Emphasis on shooting for capital gain while getting as much security of prin- 
cipal as possible, e.g., convertible bonds, stock warrants. 


4. Slow but certain build-up of value in a way which cannot be reached by the 
annual income tax, with emphasis on building capital value for old age security. 
Insurance, timber, cattle, and citrus groves suit this purpose well. 


* Tax Sheltered Investments. Business Reports, Inc., 225 West 34 Street, New York, N. Y. 
$12.50 





ONE OUT OF every four individual tax returns is wrong by at least $2—with nine 
out of ten errors in favor of the taxpayer—according to the Bureau of Internal 
Revenue. In the case of business returns, firms making more than $100,000 
were wrong in 82 per cent of their returns, while those making less than $25,000 


were in error 74 per cent of the time. 
—-Nation’s Business 11/51 
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SAVINGS FUNDS: A SOUND APPROACH TO EMPLOYEE SECURITY 


development in the 
employee benefits is the increase 
They 


ption of savings funds 


i 
employee a closer approxima- 


sncouraging 


real security he is seeking than 


programs. Members 
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liberal 
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fits provided by other pro- 
- basic structure is also adapt- 
t of the so-called “guar- 
objective—predictable con- 
income. A savings fund ac- 
could be paid to the em- 
stallments if his pay check 
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period become 


vesting pro- 


YY 


LUI 
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wccount grows; it 1s also 
, ; : 
pplication. At the end of 
the account would continue 


pay for four months or one 


month's pay a year for about three years; 
at the end of 10 years, it would continue 
two-thirds pay for nine months or one 
month’s pay a year for six years. 

Among the attributes of savings funds 
that have become evident through years 
of experience are: short- and 
long-term values for all employees; un- 
usual economic education opportunities; 
diversity of investment, giving employees 
a stake in industry; and a practical infla- 
tion hedge, if properly managed. The 
last assumes that this objective is under- 
stood by employees and that part of the 
funds are invested in equities. 

The Achilles heel of the savings fund 
is effective continuing communication. In 
this it does not differ from other pro- 
grams, but unlike the others its charac- 


tangible 


teristics appeal to the self-interest of the 
entire group of employees and also the 
family. 

It contains the advantages propounded 
by those who espouse the contributory 
principle and none of the disadvantages 
of those who object. The growth of 
savings funds could be one of the most 
important future trends in employee ben- 
efits and could give the term “security” 
a new depth of meaning and a greater 
reality 
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No Relation Between Size of Cities and Average Income Level, 
Studies Show 
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metropolitan areas, such as Hartford, Rochester, and Dayton. As a matter of fact, 
five of the nation’s Big Ten metropolitan centers—Los Angeles, Philadelphia, Boston, 
Pittsburgh, and St. Louis—were well down on the list. 

From a broad geographical point of view, half of the 12 leading cities in median 


family income were in the Middle West. 


remaining two were in the Far West. 


Four others were in the East, and the 


In general, cities which ranked high in median family income had a larger-than- 
average number of families in the $5,000-a-year-and-over income class and a 
smallerthan-average number of families with incomes of $2,000 a year and over. 
For example, nearly four out of every 10 families in Washington were in the 
$5,000-and-over income bracket in 1949, and Chicago, Cleveland, and Detroit had 


nearly as high a proportion. 


—Insurance Advocate 10/20/51 
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CONDUCTING AN ORGANIZATIONAL SURVEY. By 
M. E. O'Byrne. Cost and Management (Society 
of Industrial and Cost Accountants of Canada, 
66 King Street East, Hamilton, Ontario), De- 
cember, 1951. The objectives and methods of 
conducting an organizational survey and the 
way in which survey recommendations can be 
best presented to management are discussed in 
this article. Getting the complete support of 
top management and having this support clearly 
understood by all department heads are the 
most important steps in conducting the survey, 
the author feels. 


BUDGETARY CONTROL WORKS AT SQUARE D 
COMPANY. By A. A. Kasper. N.A.CC.A Bul- 
letin (National Association of Cost Account- 
ants, 505 Park Avenue, New York 22, N. Y.), 
December, 1951. This article outlines the 
principles followed by one company in setting 
up its budgeting procedures, and appraises the 
effectiveness of cost control through the budget 
plan. According to the author, these are the 
basic points to remember for successful budget- 
ary control: It must have enthusiastic manage- 
ment support; the budgets to be used must be 
validated by personnel charged with respon- 
sibility for control; a systematic follow-up of 
variations from the budget must be made each 
month to obtain positive action in correcting 
unfavorable performance; good work done in 
controlling variable expense by department 
heads and foremen must be recognized. 


AN APPLICATION OF WHOLE DOLLAR ACCOUNT- 
ING. By Wayne B. Archerd. N.A.C.A. Bul- 
letin (National Association of Cost Account- 
ants, 505 Park Avenue, New York 22, N. Y.), 
January, 1952. As competition continues to 
increase, accountants will be asked more and 
more to find new ways to reduce clerical ex- 
penses, to simplify procedures, and to provide 
better reports. This outline of 22 years of 
experience at Bethlehem Steel Company with 
“cents elimination” or “penny-less accounting” 
points the way to considerable simplification 
and savings 
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ACCOUNTING FOR SUPPLEMENTARY COST OF 
LABOR. By Ralph B. Knott. Proceedings of the 
Thirty-Second International Cost Conference 
(National Association of Cost Accountants, 
505 Park Avenue, New York 22, N. Y.), June, 
1951. 170 pages. $3.00 (N.A.C.A. membefs 
$2.00). The author enumerates the supple 
mentary costs of labor (vacation and holiday 
pay, unemployment taxes, old age benefit taxes, 
etc.), and describes the plan of accounting 
used by one company to relate those costs t 
the payroll dollar in order to develop total 
labor cost. He feels that other firms would 
benefit, especially in future dealings and nego 
tiations with labor unions, from a determination 
labor costs, which are gefie 
buried in overhead accounts. 


of these hidden 
erally 
GIVING BUDGETING APPEAL FOR THE FOREMAN, 
By Colin Park. N.A.C.A. Bulletin (National 
Association of Cost Accountants, 505 Park 
Avenue, New York 22, N. Y.), Vol. XXXIIE 
No. 2. Since the success of budgeting is, ig 
large part, dependent upon psychological fae 
tors, the author discusses those approaches 
which will establish budgeting on a cooperative 
planning basis. These include willingness off 
the part of the executive to conceive the broad 
policies and let other people attend to the 
details of execution and encouragement of de 
partment heads to originate requests for in- 
creased budget coverage 


HOW BIG A DIVIDEND? The Exchange (11 
Wall Street, New York 5, N. Y.), December, 
1951. The answer to the question, “How big 
should a dividend be?” varies with the needs 
of each company. According to executives of 
several prominent corporations whose views 
are presented in this article, the determining 
factors include capital growth needs, cyclical 
fluctuations, heavy cost of labor in some in- 
dustries, and the fact that in certain industries, 
as utilities, a dollar of earnings paid out 
as dividends commands a much higher market 
price than a dollar of earnings retained in the 
business 


such 
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HOW MANAGEMENT SHOULD LOOK AT ACCIDENT PREVENTION 


From THE STANDPOINT of casualty in- 
surance, the claim cost of accidents will 
have a decided effect upon the premium 
paid. It is therefore, that if 
management wishes to reduce the insur- 
effort should be made 
to prevent those occurrences that we call 


obvious, 


ance cost, every 
accidents 


Important as the insurance cost may 
be, however, it actually represents but a 
small part of the total cost to manage- 
ment of accidents. Accurate figures are 
not available for this additional cost, but 
the National Safety Council reports $1.1 
billion as the administrative and claim- 
settlement costs of insurance for occupa- 
tional accidents in 1950. The material 
damage and production loss alone due to 
accidents is estimated at an addi- 
tional $1.3 billion. This figure does not 
take into consideration other incidental 
costs, such as wages paid to the injured 
person, but not earned; wages paid to 
persons other than the injured during 
stoppage of regular performance; over- 
head costs during non-productive time; 
etc 

If we study the immediate and contri- 
butory causes of industrial accidents, we 
shall find that these 
reasons for tremendous inefficiencies in 
The evidence indicates that the 
causes and the causes of 
operating inefficiencies, such as delay, 
down-time of 


these 


causes are also the 


industry 
of accidents 


damage, interference, 
equipment, and waste in any form, are 
the same 

It is evident, therefore, that for effec- 
tive control of these causes, we must go 
far beyond what might be considered the 
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responsibility of a safety director or a 
safety department. The safety director 
should act in an advisory capacity to 
management. He should provide infor- 
mation, suggest procedures, develop tech- 
niques, and assist in carrying out certain 
functions. But the responsibility for ac- 
tual accomplishment rests with manage- 
ment and its line organization. For effec- 
tive control of accident causes, manage- 
ment must establish procedures that will 
tap the special abilities and require the 
active interest of all departments. 

Thus, if we have accidents involving 
handling material, the engineering depart- 
ment should analyze the data in the same 
way that it studies research data and 
considers the use of conveyors, suction 
cups, or other mechanical means that will 
either eliminate or minimize the amount 
of manual handling. 

If accidents occur because of conges- 
tion, the layout department should feel 
some responsibility. If certain motions in 
the feeding of a machine require an ex- 
cessive amount of reaching, which in 
turn, results in accidents, the planning 
department should study the problem- 
not because a safety director may make 
the suggestion and solicit its aid, but be- 
cause management has set up a procedure 
that requires cach department to study 
accident causes and do what it can to 
eliminate them 

In almost any activity, the greatest 
number of accidents occur because indi- 
viduals fail to follow instructions. This 
fact indicates that there is need for im- 
provement in supervision, because super- 
vision in its simplest terms is the control 
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of the performance of people. Supervi- 
sors, therefore, through concentration on 
the elimination of known accident causes, 
can improve their own efficiency and 
maintain a better production record. But 
here again, management must provide the 
opportunity for supervisors to be trained, 
to attain a proper understanding of the 
fundamental philosophy of accident pre- 
vention, and to see clearly why it is 
rightfully a part of the production effort. 

There is another approach to accident 
prevention that management should seri- 
ously consider if it is convinced that ac- 
cident prevention is really worth while. 
That is the matter of maintaining 
interest. 

One way in which management can do 
this is to insist upon a supplementary re- 
port for all accidents, which will provide 
an estimate of the amount of loss other 
than the direct or insured loss. In other 
words, when an accident does occur, how 
much time was lost by other people? How 
long was machinery shut down, how 
much product has to be scrapped, how 
much overtime was necessary to make up 
the loss, and what effect did it have on 
customer relations? We can close our 
eyes to these facts as is now being done 


in many cases, but if management would 
give accident prevention the attention it 
deserves, such facts would not be ignored. 

In conclusion, let us consider the role 
of the insurance manager in maintaining 


First, he 


interest in accident prevention. 


is in the position to buy an insurance con- 
tract that will readily demonstrate the 
effect of accident costs and the value of 
accident prevention. If management will 
in turn institute a procedure of pro- 
rating accident costs, in the same general 
manner as operating expenses, a depart- 
ment manager will quickly appreciate the 
importance of controlling accident causes. 
Second, in addition to keeping manage- 
ment advised of loss trends, the insurance 
manager, from a study of accident causes, 
can provide management with factual 
data in respect to the potential proba 
bilities of certain conditions. Third, the 
insurance manager is in the position to 
provide management, through his insur- 
ance accident prevention service, with a 
means of surveying existing accident pre- 
vention procedures. Fourth, he can pro- 
vide or suggest a survey that will prop- 
erly evaluate the extent of executive 
interest, and the effectiveness of such 
procedures as the selection and training 
of employees, the investigation of acci- 
dents, the coordination of accident data, 
the analysis of accidents, the training of 
supervisors, the development of operating 
and the conduct of safety 
committees. Finally, the insurance man- 
ager can provide management with infor- 


procedures, 


mation gained from an analysis of acci- 
dents that will point to the need for more 
effective action on the part of depart- 
ment heads. 


—From an address by RALPH J. Crossy before the New York Chapter of the National Insurance 
Buyers Association, Inc. 





ONE out of every four workers covered by unemployment insurance in New York 
State was earning at least $3,000 a year in 1949, in contrast to fewer than one in 
10 earning that much in 1942, according to the State Labor Department's Division 


of Placement and Unemployment Insurance. 


A substantial rise in annual income 


among the state's 6,300,000 insured workers in 1949 had reduced the proportion 
of persons earning less than $2,000 yearly from 77 per cent in 1942 to 51 per 


cent in 1949. 
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EQUITIES TAKE INCREASING SHARE OF PENSION FUNDS 


F icur: s are lacking on how much in- 
dustrial pension money is currently in- 
vested in common stocks of corporations, 
but authorities estimate that 25 per cent 
or more of the total private pension re- 
serve is used to purchase equities. One 
survey of 114 with pension 
funds showed that 53.5 per cent included 
common stocks in their holdings. General 
Motors and the Federal Reserve Banks 
afford two conspicuous examples: the pen- 
on funds of both include equity invest- 


ce mpanies 


ments 

The so-called Mutual Funds 
are also being used 
increasingly by pension fund trustees 
They afford diversification, pay a good 
yield, and are regulated by the S. E. C. 

Private pension funds are growing at 
the rate of over $1.5 billion a year. If 
25 per cent of this money is used to buy 


open-end 


investment trusts 


then American employees are 
ing in” American enterprise at the 
If the 

may 


equities, 


buy 
rate of $300 million every year 

trend _ this accumulation 
rival the total life insurance reserve of ap- 
though some 
total to 


continues 
proximately $55 billion, 
economists expect the pension 
surpass $1 
This po cs 
show the employee his growing 
neral business future. To 
‘nsion fund trans- 


) billion 

1 public relations problem 
how to 
stake in the 
ge rker, p 
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actions are conducted in Olympus. They 
know the money is paid into a fund and 
is somehow invested. How many read 
or understand the trustees’ reports is de- 
batable. Certainly the number who read 
between the lines is even smaller. 

One company has apparently found 
the key to this problem. Its pension plan 
has two parts—the Group Annuity Pro- 
gram, under which at least one-third of 
all employee and company contributions 
must be put into annuities, and the Re- 
tirement Fund, to be devoted principally, 
perhaps exclusively, to common stocks. 

Each employee decides for himself how 
much of his own contribution and that 
made in his behalf by the company, over 
and above the one-third used for annui- 
ties, shall be credited to his account in 
the Retirement Fund and used for buy- 
ing common stocks. Upon retirement, 
he can elect to use all or part of his share 
in the Fund to purchase an additional 
annuity, or, if he chooses, he may with- 
draw all or part of the money in cash. 

What better way could be found to 
bring home the fact that the welfare of 
every working individual is tied to the 
welfare and progress of American busi- 
Naturally the company 
is using a simply phrased, thoroughly il- 
lustrated booklet to tell the story. 


ness enterprise! 


(Fisher & Rudge, New York, N. Y.), 


1951, p. Us. 


Fire Hazards—And How to Combat Them 


ssures increase so do fire hazards, the Engineering Division of 


ry Mutual Fire Insurance Companies points out. 
and the steps which may be taken to correct them: 


dar fers 
ve been 
with their jobs 


utline them 


Supervisors, it is 


carefully 


It lists the 


started by men who weren't told about the fire 


indicated, should know 


as part of a man’s job training. 
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2. Fatigue may make employees careless of hazards. Special care in the use 


of over-busy machines is suggested. 

3. Fires are more likely to occur when a plant is operating than when it is 
idle. The availability of trained men is advised for each of the shifts. 

4. Stockpiling needs complete fire protection. The importance of subdivision, 
method of piling, location, sprinkler protection, and watch service is emphasized. 

5. Shortage of fire protective equipment may develop in any all-out war 
effort. Companies are urged to replace now whatever is out of date and to add 


recommended new equipment. 

6. Speedup may result in the formation of explosive mixtures. Manufac- 
turers are cautioned that industrial ovens are designed to operate safely at speci- 
fied conveyor speeds, temperatures, and solvent evaporation rates. 

7. Special hazards may exist in war contract processes. Firms are advised 
to consult their insurance companies as to special hazards. One example of such 
a hazard is to be found in the spraying of olive drab paint; the residue is subject 
to spontaneous combustion. A remedy in this case is the use of waterwash spray 


booths which collect the residue as a water-sludge. 
—Dun's Review 9/51 


Group Life Insurance on the Increase 





THAT management and labor continue to show special interest in plans for provid: 
ing protection to employees and their families can be seen in the continued large: 
scale growth of group life insurance in the United States. Group life insurance rose 
during 1950 to a total of close to $51 billion, a level 12 times greater than that of 
25 years ago 

At the end of 1950, group life insurance outstanding totaled $50.9 billion com- 
pared with $42.2 billion a year earlier. The percentage rise over 1949 represented 
the largest shown by any type of insurance last year, amounting to 21 per cent. 
Group life insurance now accounts for more than one-fifth of all life insurance 
outstanding in the United States, and runs second only to ordinary life insurance 

The 1950 total of group life insurance outstanding in the United States repre- 
sented 66,000 master policies covering nearly 28.0 million individual certificates. 
At the end of 1949, there were 59,000 master policies and 23.5 million individual 
certificates. 

New group insurance purchases in 1950 about doubled over the previous year 
They totaled a record $6.9 billion against $3.5 billion in 1949. Though in some 
cases employers pay the entire cost of group life insurance plans, in two out of three 
instances, they share with the employees the cost of the insurance. 

Included in the group life insurance total outstanding at the end of 1950 was 
approximately $3 billion of group credit insurance written to protect groups of 
persons who had borrowed money. 

Life Insurance Fact Book, 1951 (Institute of Life Insurance, New York, N. Y.) 





WITHOUT COST to the individual employee, infantile paralysis insurance has been 
added to the group hospitalization and surgical plan of nearly 10,000 employees 
of the Columbia Gas System. Benefits are provided up to $5,000 for any 
employee or member of his family who might be stricken with the disease. 

-Dun's Review 9/51 
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OBSTACLES TO MULTIPLE-LINE WRITING: 


AN UNDERWRITER’S VIEWS 


Tre pevetopment of multiple-line un- 
derwriting has attracted much interest in 
recent years. The insurance business has, 
however, been relatively slow to seize the 
opportunity for writing this form of cov- 
erage. This reluctance is due to a number 
of factors 

First, there is a lack of homogeneity 
between fire and casualty practices as 
built up over the years. The catastrophe 
element looms larger in fire insurance and 
the loss frequency larger in casualty in- 
§urance, with the sharing of risks quite 
fommon in the former and quite uncom- 
fon in the latter. This and many other 
differences have given rise to correspond- 
ing differences in operating techniques 
Methods of reporting keeping 
Bccounts, collecting premiums, payment 
6f commissions, centralization of 
@nderwriting. Before any company organ- 
@ation can | coordinate its cover- 
ages, it is necessary that it first coordinate 
ftsclf, and this is a change which cannot 
Be accomplished overnight 

Another obstacle in the way of full 
@ultiple-line underwriting is the so-called 
“New York Standard Fire Policy,” which, 
With only slight variations, has been 
adopted in 46 states, 29 of which have 
done so by legislation. Thus, under 
present administrative or statutory re- 


business, 
and 


gin t 


quirements in most states, effect can be 


given to multiple-line coverage only by 
added to the 
makes the 
awkward 


the use of endorsements 
1 


standard fire policy This 
standard policy appear as an 
impediment 

It should be 
that the standard policy has been a suc- 
the writing 
since 


remembered, however, 
cessful legal instrument for 
insurance in this country 


address by H 


of fire 


From an 


Cray JOHNSON (Asst. U. 


1873. It restored order and certainty to 
the business when it was in a chaotic 
state, and now concurrency of 
coverage with respect to risks distributed 
Most thinking 
persons will therefore agree that a nee 
for a change in concept has arisen to 
permit the writing of multi-peril cover- 
ages within a single document while still 
preserving the advantages of the standard 
policy. 

This objective, however, cannot be 
achieved by treating a multi-peril policy 
as something new and different and there- 
fore immune from the standard policy 
requirements. One of the reasons for this 
is the existence of rate regulatory laws in 
the various states. If a multi-peril policy 
is given a hybrid classification and set 
apart from fire insurance, casualty insur- 
ance, or inland marine insurance, it will 
not be protected by any existing rate reg- 
ulatory statute against the impact of Fed- 
eral anti-trust laws, and concerted rate- 
making activities in this field will acquire 
a dubious legality. 

An obvious solution to this problem is 
to repeal all the rate-regulatory laws and 
adopt new ones which will abolish the old 
distinctions and permit rates for all cover- 
ages, whether written in combination or 
otherwise, to be considered under a com- 
mon administrative framework. No doubt 
this will be done in good time, but anyone 
familiar with the laborious processes of 
enacting the so-called “all-industry” form 
of rate-regulatory legislation and the care- 
ful distinctions that were drawn among 
the criteria for testing fire, casualty, and 
inland marine rates, respectively, will not 
expect this to be accomplished quickly. 

S. Manager, Royal-Liverpool Group) 


assures 


among several carriers 


before the American Association of University Teachers of Insurance, Boston, Mass 
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THE U. S. SENATE LOOKS AT VOLUNTARY HEALTH 
PLANS. By Morris Pike. The Insurance Index 
(900 Baxter Avenue, Louisville 4, Ky.), De- 
cember, 1951. The author analyzes the report 
on voluntary health insurance plans which 
was presented before the Senate Committee 
studying that question. Among the conclusions 
he draws from this report is the fact that 
voluntary plans must continue to demonstrate 
that they can operate economically and effi- 
ciently. He believes that government interven- 
tion is unnecessary and, further, that Federal 
compulsion would result in a deterioration in 
medical services and an increase in the cost 
of medical facilities 


LEGAL ASPECTS OF BUSINESS LIFE INSURANCE. 
By Daniel J. Reidy. The Eastern Underwriter 
(41 Maiden Lane, New York, N. Y.), Novem- 
ber 30, 1951. The soundest, surest plan for 
financing business continuation agreements, ac- 
cording to the author, is the use of business 
life insurance. He discusses the legal aspects 
of this type of insurance as it applies to 
the sole proprietorship, the commercial or in- 
dustrial partnership, and the corpora- 
tion. With regard to the partnership, he points 
out that the best plan is cross-insurance (under 
which each partner buys insurance on the 
lives of his partners but not on his own life), 
since this obviates tax and beneficiary questions 


close 


COMMENTARY ON THE ADEQUACY OF FSA'S 
1950 FIGURES ON HEALTH INSURANCE. By Ben- 
jamin B. Kerdrick. The Eastern Underwriter 
(41 Maiden Lane, New York, N. Y.), January 
11, 1952. The author takes issue with a recent 
statement by the Federal Security Agency's 
Social Security Administration that, in the 
aggregate, private insurance against sickness 
met about 10 per cent of the costs of sickness 
in 1950. He points out that though this per- 
centage may be reasonably accurate from a 
statistical standpoint, it is largely irrelevant to 
the purpose and aims of the voluntary health 
insurance movement, since the figures given 
by FSA compare health insurance benefits with 
the total cost of sickness rather than with the 
fraction of such costs which can and should 
be met by insurance. The author concludes 


that though voluntary health insurance is not 
yet doing its full job, its performance is much 
more adequate than the figures given by FSA 
seem to indicate. 


THE STATUTORY FIRE POLICY. By Robert A. 
Crichton. Best's Insurance News (75 Fulton 
Street, New York 38, N. Y.), January, 1952. 
The uniformity made possible by the statutory 
form of fire insurance policy has been of great 
value both to industry and the public. Com- 
plications arise, however, when an attempt is 
made to use the fire policy as a basis for the 
broader form of contract required in multiple- 
line underwriting, and, as a result, the statutory 
policy has been called too rigid. This artide 
traces the history and development of this 
policy, evaluates the criticisms directed against 
it, and considers the ways in which it can be 
improved 


A BETTER PENSION PROGRAM. By C. R. Hender- 
son. Harvard Business Review (Soldiers Field, 
Boston 63, Mass.), January-February, 1952. 
The author discusses some of the difficulties 
inherent in present pension practices, and pro 
poses a retirement plan which puts the em- 
ployer in a sounder position, gives the employee 
more genuine security, works toward a health- 
ier economy, and protects the employee againgt 
the risk of inflation. This proposal advocates 
an annuity system utilizing common stocks and 
measured in equity units comparable to mutual 
fund shares (rather than dollars). The artide 
presents in detail the operation of this plan 
and its positive advantages. 


10 VITAL QUESTIONS ABOUT PENSION TRUSTS. 
By Clarence Spencer. The Weekly Undep- 
writer (116 John Street, New York 38, N. Y.), 
Vol. 165, No. 13. In this article, the author, 
a specialist in pension plans, answers 10 ques- 
tions about pension trusts most frequently 
asked by employers. In response to the ques- 
tion, “Is a pension trust likely to reduce em- 
ployee turnover?" the author states that 
during the first or second year the employer 
may not note any reduction, but thereafter ex- 
perience shows that there is a constant lessening 
of turnover among participating employees. 





IT IS ESTIMATED by the National Fire Protection Association that there were 1,700,- 
000 outbreaks of fire in the United States in a year and that most of these fires 
were due to a few very simple and easily prevented acts of carelessness. 


Febrvory, 1952 
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GOALS AND STRATEGY IN COLLEC. 
TIVE BARGAINING. By Frederick H. Har- 
d John R. Coleman. Harper & 
New York, 1951 172 pages 
$2.5 


Reviewed by James H. Taylor* 


llective bargaining is a positive, construc- 
Its “core function ... is to gen- 

of the 
individual 


the preservation and 


cement 
TI ese goals 
of den ratic institutions, and 
progress tot all 
bargaining aimed at procuring stabil- 
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However, it is always the duty of the re 


take me 


an area which is too often 


viewer to exceptions. Indeed, a 


challenging book in 
ut rarely objectively explored 

ae ae 

differe 


ces of opinion, 
will welcome continued 


ms, The Procter & 
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discussion about “just where we are going in 
collective bargaining” and that they would be 
the last to expect comfortable and final ac 
ceptance of their hypotheses 

Strangely enough, my most serious criticism 
of the book is that its authors are entirely too 
hardboiled. Throughout the text the impres- 
sion is given of cool, calculating pressuring by 
both management and labor. The objectives 
of each are detailed in almost extra-human 
terms; the methods of attaining the objectives 
are always pragmatic and materialistic; and the 
function of collective bargaining is made to 
appear mechanical, or perhaps chemical. The 
objective of doing something for people just 
because it is “good” or “right” or “proper” is 
not even implied—the belief in the inherent 
worthiness of our fellow men seems not to be 
considered. 

A second criticism is that the authors pigeon- 
hole the various forms of labor-management 
distinct 
harmony,” and 
“union-management cooperation.” I believe it 
is true of most labor-management relationships 
that different phases of day-by-day experiences 
will fall now category, 
nother. For instance, management could well 
hold the union at arm's length concerning the 
judgment of merit and ability, inform the 
union of the characteristics of a new plan of 
job evaluation, and establish steward-supervisor 
safety committees—all in the same day. Of 
course, the authors need distinct premises 
around which to build their arguments, but 
the reader may well get the impression that 
one camp or the other must be joined with no 


three categories: 


“working 


relationships into 


“armed truce,” 


into one now into 


commingling allowed 

A third criticism relates to the concept of 
collective bargaining as a prime necessity of 
industrial life. The claim that the 
“very survival” of the private-enterprise system 
depends upon collective bargaining; they worry 
about successful union-management cooperation 
and because it 


authors 


because it is not “natural” 
minimizes the need for collective bargaining; 
they conclude that collective bargaining is the 
required irritant which forces management and 
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labor to positive, progressive action with re- 
spect to the goals of a free society. Have they 
overlooked the many human _ relationships 
wherein these goals are attained without the 
benefit of collective bargaining? The following 
are just a few such relationships: 
husband and wife; between parents and schools; 
between members of a family; between thou- 
sands of employers and millions of unorganized 
Is collective bar- 


between 


workers; between neighbors. 
gaining the only solution? 

A fourth and final criticism will perhaps 
mark the reviewer as a prejudiced observer. 
However, after hearing quite a bit about the 
successful 60-year history of profit sharing and 
having had some direct experience in the field, 
it is difficult for me to accept the authors’ 
relegation of profit sharing to the sole area of 
union-management cooperation. Perhaps they 
should attend a meeting of the Council of 
Profit-Sharing Industries to learn first-hand 
about the variety of successful plans which 
seem to thrive in all sorts of labor-management 
groups. Could it be that the authors have, 
either by chance or design, selected industries 
for observation in which intelligent attempts 
to unify the interests of management and em- 
ployees have not been attempted, or have failed 
after insufficient trial? Or would the authors 
say that the achievement of such a mutuality of 
interest is unnatural? 

Any criticisms leveled against this book can 
in no way dim its value as a stimulus to dis- 


cussion. My only hope is that the authors— 


or sameone equally able—will proceed, on the 
basis of this good foundation, to the more im- 
“Is collective bargaining 


portant 
really necessary?” 


question: 


BASIC METHODS OF MARKETING RE- 
SEARCH. By James H. Lorie and Harry 
V. Roberts. McGraw-Hill Book Company, 
New York, 1951. 453 pages. $6.00. 

Reviewed by Richard D. Crisp* 
The most helpful comment a reviewer can 
make about this book is to very 


limited scope. There is an extreme discrepancy 
between the promise of the title and the sub- 


stress its 


Tatham-Laird, 


* Director of 
Inc., Chicago. 


Marketing Research, 
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ject matter. This most emphatically is not a 
book about the basic methods of marketing 
research; rather, it is a book about some phases 
of a basic method—the survey method. 

One of the authors is an associate professor 
of marketing; the other is an assistant professor 
of statistics. The fruit of their collaboration is 
a professorial tome on a plane far above (and 
almost completely out of touch with) current 
practice in the field they cover. It should be 
emphasized, however, that the authors planned 
it that way. The academic tone of the book 
was premeditated. The authors describe their 
work quite accurately when they refer to it 
(p. 19) as an “ ‘ivory tower’ discussion of 
research.” The only additional observation 
necessary is that their ivory tower is higher 
than most! 

Today, marketing research is a fast-moving 
field which has far outdistanced its literature. 
Perhaps the outstanding characteristic of 
present-day marketing research is its effective 
combination and integration of a number of 
basic methods and techniques into a single tool 
which management executives can use to if 
crease marketing efficiency. In contrast to the 
integration found in practice, the literature of 
marketing research—this book included—is pre- 
occupied with fragments of the field. 

Most writers treat “marketing research” as 
were synonymous with “making 
surveys.” The authors of this book are no 
exceptions. To their credit, however, it should 
be noted that they recognize, in passing, the 
very limited scope of their subject matter. They 
comment (p. 58): “It is probably fair to say 
that the majority of marketing decisions which 
rest in part, at least, on observational data im 
volve sales analysis rather than the acquisition 
of primary data by surveys or other techniques. 
The distribution of space in this book could, 
however, quite easily lead to the conclusion 
that marketing surveys are the most frequently 
used of data. This probably is not 
wus... 

The very restricted audience-target of this 
book should be noted. It is far above the heads 
of beginners in marketing research, as the 
authors point out in their introduction. It 
would contribute little to the knowledge of 
experienced workers in the field. It seems to 
be aimed largely at readers between these ex- 


though it 


sources 











tremes who have some experience in marketing 
research, probably at a junior level 

The book has three strong points. First, it 
presents a discussion of the sampling theory 
to that offered in any 
research 


which is far superior 


other current work on marketing 
Second, it presents an occasionally stimulating 
review of problems of communication between 
interviewer and interviewee. Third, it ventures 
into the area of scaling techniques, which is 
very nearly virgin territory for marketing-re- 
search books 

The treatment of sampling is by far one of 
the best features of the book. The superiority 
of this two One is a 
question of emphasis Though sampling is 
covered in a single section, that section repre- 
sents more than one-fourth of the book. By 


devoting over 100 pages to this subject, the 


treatment has bases 


authors are able to present a far more detailed 


coverage than would be possible in the single 
chapter typically allotted to it in a book on 
marketing research covering the entire field 
Second, the demonstrate a far surer 
grasp of the subject of sampling than they do 
of other areas into which they venture. They 
seem to this reviewer to be completely at home 


authors 


in the sampling section, but far at sea in some 
other sections. 

A disturbing characteristic of this book is 
It provides an in- 
complete picture of the marketing-research 
field because it is confined to a single technique. 
Furthermore, the lack of balance is apparent 
even within the coverage of that technique. 
The treatment of interviewing is an example 
Interviewing is one of the key elements of the 
survey technique and is often its weakest link 
One chapter of 28 pages is devoted to inter- 
viewing, and 24 of the 28 pages are a direct 


its serious lack of balance 


quotation from a government-prepared manual 
The authors interpolate about 


for interviewers 
pages of comment within the 24-page 
Also disturbing is the fact that the 
authors discuss the collection of data—period. 
They do not even touch on the important sub- 


two 
quotation 


ject of the interpretation of survey findings 
“Interpretation” is not even listed in their 15 
page index! 

The book discusses the subject of “communi 
cation™ at length. It is ironic, and more than 


a little sad, that authors as interested in com- 


134 


munication as Professors Lorie and Roberts 
fail so completely to communicate. They dam 
the flow of ideas by-using a vocabulary laden 
with esoteric terms. They do not list—they 
“subsume.” One is reminded of Rudolf Flesch’s 
comment in The Art of Readable Writing: 
“Great formality seems to be the hallmark of 
the still-insecure, the not-quite-arrived, the 
semi-accepted. The social sciences have a more 
pompous language than the natural sciences, 
psychology has a more luxuriant lingo than 
medicine, public administration is more un- 
readable than law.” 

Finally, the authors by-pass a treatment of 
“Basic Methods of Marketing Research” in 
favor of a discussion of selected areas of 
psychology, statistics, and the field of scientific 
method. They have said, in effect, “This is 
what marketing research should include.” If 
they had their way, marketing research would 
be a small foster-child of statistics and psy- 
chology. As a practicing marketing-research 
man, this reviewer's reaction is: “They can't 
do that to us!” 


THE FOREMAN: A Study of Supervision 
in British Industry. Undertaken by the Na- 
tional Institute of Industrial Psychology and 
sponsored by the Human Factors Panel of 
the Committee on Industrial Productivity. 
Available from Staples Press, 70 East 45 
Street, New York. 1951. 155 pages. $2.50. 


Reviewed by Robert R. Manley, Jr.* 


This is the first in a series of reports on the 
program of research sponsored by the British 
Government Committee on Productivity. It is 
an inquiry into supervision and is said to be 
the most definitive ever undertaken in Britain. 
The survey was conducted through visits to 
107 factories and the analysis of 751 returns 
from questionnaires sent to 4,700 establish- 
ments, each employing more than 250 persons. 
The findings from this research have been used 
as the basis for this excellent reference book. 

In the Introduction it is stated that, “until 
recently the special problems of the supervisor 
have been neglected . . . for industrial thought 
was concentrated mainly on technical develop- 
ments and on the problems and viewpoint of 


* Cresap, McCormick and Paget, New York, N. Y. 
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the manager.” A lucid analysis follows of the 
position of the supervisor, who is aptly de- 
scribed as presently “holding a key position 
against considerable odds.” Sound examples 
and recommendations are then offered. Most 
of these have been extensively discussed and 
instituted throughout the United States. If 
they are widely implemented abroad, this study 
will have served an excellent purpose. 

Only one conclusion (p. 42) holds special 
significance for American management. The 
authors state that though we in the States have 
more widely accepted the usefulness of testing 
and merit rating, “progressive British firms are 
using group methods ahead of their American 
counterparts.” Since this book's discussion of 
group methods is limited, readers may wish to 
refer to a corollary article on this technique 
published by a member of the National In- 
stitute of Industrial Psychology.* 

Researchers will find that this book provides 
Certainly execu- 
tives concerned with British subsidiaries will 
value it as a guide to management. However, 
it is doubtful if this report would otherwise 
In general, it 


important source material 


warrant wide readership here. 
does not contribute new concepts to the present 
advanced practices now in use by American 
industry 

Perhaps other projected reports in this series, 
concerning experience in methods of joint con- 
sultation, human factors in machine design, the 
effects of age on performance in industry, and 
communications and industrial morale, will de- 
serve more general attention. 


CHANGING CONCEPTS OF BUSINESS 
INCOME. Report of a Study Group on 
Business Income. The Macmillan Company, 
New York, 1952. 160 pages. $2.00. 


The earnings of corporations are determined 
by a process involving all sorts of judgments 
What are the criteria which guide these judg- 
ments? Could improvement be made in the 
science of determining income? What is the 
effect of the changing value of the dollar on 
the method of determining income? 

For three years, these questions—so vital to 
business men—have been picked to pieces by a 


* “The Group Method of Selecting Executives,” by 
John Munroe Fraser, Personnet, July, 1950. 
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study group on business income set up on the 
initiative of the American Institute of Ac- 
countants, and financed by it and the Rocke- 
feller Foundation. The group included lawyers, 
economists, and business men, as well as ac- 
countants. This book is the final report of 
that study group 

Analyzing the various concepts of business 
income, the authors show how each is used 
today. They suggest that reports 
could be made more practical if greater atten- 
tion could be given to the specific purposes 
for which they are used, such as: by manage- 
ment, by stockholders, for legal purposes, for 
purposes regulation, for tax 


financial 


of government 


purposes, and for purposes of labor negotiation. 


Chief among their recommendations is the 
proposal that costs and income be measufed 
in units of equal purchasing power, instgad 
of in the customary dollar unit. If this recom- 
mendation wins general approval, orthodox in- 
come statements and balance sheets may s@on 
be replaced by reports that are much m@re 
meaningful, both to business and to the gn- 
vestor. 


MANAGEMENT OF INDUSTRIAL IN- 
VENTORY. By Benjamin Melnitsky. Como- 
ver-Mast Publications, Inc., New York, 1991. 
263 pages. $4.25. 


Reviewed by W. W. Gilmore* 


To my way of thinking, this book is the 
most practical work of its kind that I have 
ever It is written so clearly that afly 
layman can understand it; the author has 
deliberately avoided those meaningless phrases 
that so often clutter books of this type. 


seen. 


Inventory under today’s operating condi- 
tions presents a knotty problem for most man- 
agements. When working capital is tied up 
in inventory, it is necessary for all top execu- 
tives to think in terms of a workable system 
for controlling and managing that inventory. 
The application in any company of the basic 
inventory philosophy presented in this book 
could, in all probability, reduce inventory and 
increase turnover markedly. This would be 
particularly true for those average-sized con- 


* President, Micro Switch Division of Minneapolis- 
Honeywell Regulator Company, Freeport, 











cerns which, I believe, far outnumber all others 
in the United States—namely, those manufac- 
turing businesses or divisions with sales of from 
$1.5 million to $25 million per year. 

The first three chapters evaluate the role 
of inventory in modern industrial management 
and are extremely valuable as a refresher to 
basic funda- 


control and 


operating 
inventory 


the executive on the 


mentais Of inventory 


always been a problem to 


procedure It has 


commit top management to an inventory policy. 
Many management 
knowledge of 
put that 


men profess a thorough 
methods but fail to 
The de- 
possible 


inventory 


knowledge into practice. 
in these chapters of the 


a lack of 


influence in 


inventory control 


overcoming this 


may 
exercise some 
Situation 

The next three chapters are devoted to the 
Practice rather than the theory of standardiza- 
Bion and warrant close reading. To be 
Bhere is no standardization, but 
fhe chapters will be thought-provoking and 
@ill provide the for the 
@ndertaking of some sort of standardization 


sure, 
formula for 


necessary impetus 


The next five chapters are devoted to the 
@stems, methods, record-keeping, etc., of in- 
Pentory Instead of presenting 
@efinite formulas, the ideas 
for the development of records which would 
&& the reader's individual requirements. It has 
Geen my experience that the use of ready-made 
forms without adjustments to meet individual 
@nditions is a dangerous practice and only 
Partially efficient. However, the author's de- 
@ription of the purpose of various records and 
@e results which they will achieve will provide 
iMeas for devising his 


own 


management 


author suggests 


anyone interested in 


forms 
is devoted to the 
storage, receiving, 


the book 
shop segment of inventory 
identifying inspection, etc., plus methods and 


The balance of 


techniques for taking physical inventory —and 
provides valuable and interesting information. 
This work is highly readable and not at all 
the dry treatise that one might expect for a 
kind. Above all, it does not 
man’s theories but the ideas of 
many welded into one 
homogeneous philosophy, part or all of which 
can be adapted to the needs of a particular 
A company with an employee 


topic of this 
present one 


successful concerns 


organization 


training program could base a course in in- 
ventory management on this book alone and 
develop a fine inventory management policy. 


WHITE COLLAR. By C. Wright Mills. 
Oxford University Press, New York, 1951. 
378 pages. $5.00. 


Reviewed by Lawrence Stessin* 


In calling his latest book White Collar, 
C, Wright Mills is being either too kind, 
tongue-in-cheek. As the 
biographer of the middle classes, Professor 
Mills has put a large segment of society 
through his analytical wringer, and by the 
time he is through 56 per cent of our work- 
ing population look a sorry sight indeed. 
Even the Charlie Wilsons, high men on the 
managerial totem poles, come out of Professor 
Mills’ literary Laundromat wan and wilted 
figures of the “malaise of our time.” 

Like a good dramatist, Mills sets the theme 
at early curtain. From the opening paragraph 
of the introduction, the reader, particularly if 
he is a white-collarite himself, senses that he 
is in for some uncomfortable moments—that 
here is a book which is going to play hob 
with some cherished illusions. 

“The white-collar people,” says the author, 
“slipped quietly into modern society .... 
Whatever history they have had is a history 
without events; whatever common interests 
they have do not lead to unity; whatever 
future they have will not be of their own 
making. If they aspire at all, it is to a middle 
course at a time when no middle course is 
available, hence to an illusory course in an 
society. Internally they are split, 
fragmented; externally they are dependent 
upon larger forces. Even if they gained the 
will to act, their actions, being unorganized, 
would be less a movement than a tangle of 
unconnected contests. As a group they do 
not threaten anyone; as individuals they do 
not practice an independent way of life. So 
before an adequate idea of them could be 
formed, they have been taken for granted as 
familiar actors of the urban mass.” 


benevolent, or 


imaginary 


* Mr. Stessin is Editor of the Employee Relations 
Bulletin of the National Foremen’s Institute, Inc., 
and is also Labor Editor of Forbes. 
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Who are these white-collar workers? Pro 
fessor Mills acts as his own lexicon and takes 
to his bosom layers and layers of occupational 
strata all the way from managers of corpora 
tions right down to the trainee filing clerk of 
the giant insurance company. In a phrase, his 
white-collar class embraces all salaried personnel 
—be they doctors, lawyers, professors, engi- 
neers, salesmen, nurses, draftsmen, statisticians, 
stenographers, (and, I presume, 
Columbia professors who write books about 


secretaries 


white-collar workers). 


It is here where Professor Mills falls into 
a semantic trap of his own making. Like 
Veblen before him, he bites off more than he 
can chew. Veblen suffered from the myopia 
of the crusader with his Theory of the Leisure 
Class, which assumed that all rich people 
were parasitic, unproductive, and—because 
they neither knitted nor toiled—social and 
economic wastrels. Mills also indulges himself 
in the luxury of broad generalizations when 
he undertakes to lump the corporation execu 


tive, with his stock options and long-term 


contracts, and the school teacher caught in 
the squeeze of inflation and public indifference, 


into a single category of the forgotten men of 
our society. Such generalizations are unfair, 


unrealistic, and—for a social scientist—un 
scientific 

Professor Mills that the factory 
worker—because he is largely organized—has 
Recent history 


Certainly 


assumes 


strength, voice, and direction. 
is not on the good professor's side 
organized labor in this country has not proved 
itself a potent political force. The last elec- 
tion of Senator Taft in the face of a powerful 
campaign by labor in the very strongholds of 
unionism is proof of that. The man in jeans 
would seem to have been as 
trolling his political destinies as the white- 
collar worker who has no professional leader 


ship to guide him. 


inept in con- 


I suspect that the principal shortcoming of 
White Collar, despite the solidity of its erudi 
tion and scholarship, is Professor Mills’ own 
sentimentality. He yearns for those “good old 
days” when the nation was rooted with inde- 
pendent smal] business men and craftsmen, 
when they owned their own tools and reaped 
the benefits of their own acumen or handiwork 
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Today, both are working for someone else— 
“soulless” corporations and absentee owners. 
Big corporations have been popular whipping 
boys since the days of Lincoln Steffens and 
his school of muckrakers and there have been 
too few acknowledgments of the changes 
which the corporate enterprise has undergone 
in terms of human relations administration. 
It is fashionable to lament the passing of the 
small boss who knew all his workers and 
walked down the aisle every morning chit- 
chatting with his people. But he was the 
same character who never thought of health 
plans, “two weeks 
notice,” severance pay, rest periods, sick lea¥e, 
and the like. The worker of this mid-century 
would rather have such benefits than morning 
small talk with a boss who called him by his 
first name. Surely, what “independent” 1900 
cobbler, working 18 hours a day, his hands 
blistered and calloused, eking out $1.60 daily 
and coming home to a dinner of turnips, 
boiled potatoes, and black bread, wouldn't 
change places with a foreman in a modefn 


and welfare pensions, 


shoe factory? 

But Professor Mills has a quick and ready 
answer. The foreman today is a veritable 
errand boy of top management. He is neg- 
lected and unsung. As a result, the supervisor 
from frustration, anxiety, and inge- 
curity—as though these emotional maladies 
were born of the machine age. Frustration, 
insecurity, and anxiety in one form or another 
plagued the small entrepreneur of the 1900's 
as they did the people in Shakespeare's age. 
The twentieth century has no monopoly @n 
neurosis. (Indeed, Freud, who “clinicalized” 
the hurts that plaque the human heart, gathered 
all his material from the folk who enjoyed 
the freedom of enterprise in a bygone era. 


White Collar is a book that really should be 
read twice. The style is so pungent and the 
material so dramatically presented that the 
reader follows the story with the anticipation 
of the outcome of a good novel. For Pro- 
fessor Mills is a persuasive gent, a scholar of 
high caliber, a writer of a powerful prose— 
and, unless the reader takes a second look, 
he’s liable to go through life shedding tears 
for the lost, lonely people of Professor Mills’ 
private version of the white-collar world. 


suffers 











Briefer Book Notes 


(Please order books directly from publishers) 











HOW TO OPERATE UNDER WAGE AND SALARY STABILIZATION. By Walter Lord. Business Reports, 
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COMMENTS AND CASES ON HUMAN RELATIONS. By F. K. Berrien. Harper & Brothers, New 
York, 1951. 500 pages. $4.50. This excellent volume provides a practical application of the 
increasingly popular “case method” for undergraduate and adult education courses concerned 
with human relations. Part I develops a consistent picture of human relations problems around 
the theme of the need for social harmony and self-actualization. It covers the role of clear 
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| eT) OMMANDMENTS 
OF GOOD ORGANIZATION 


Theve are two hinds of efficiency: one hind 1 only apparent and is produced m organmation: through the exercise of 

mere discipline. This is but a simulation of the second, or true, efficiency which springs, at Woodrow Wilson said, from 

“the sportaneous cooperation of a free people.” If you are a manager, no mation bow great or small your responsibility, 

4 13 your job, im ihe final analysis, to create and develop this voluntary cooperation among the people whom you supervise 

For, no matier bow power{ul « combination of money, machines and materials a company may bave, this is « dead and 
sterile thing without « teem of willing, thinting and articulate people to guide it 





Definite and clean-cut responsibilities should be assigned to each executive. 
Responsibility should always be coupled with corresponding authority. 


Neo change should be made in the scope or responsibilities of a position with- 
out a definite understanding to that effect on the part of all persons concerned. 


No executive or employee, occupying a single position in the organization, 
should be subject to definite orders from more than one source. 


Orders should never be given to subordinates over the head of a responsible 
executive. Rather than do this the officer in question should be supplanted. 


Criticisms of subordinates should, whenever possible, be made privately, and 
im no case should a subordinate be criticized in the presence of executives 
or employees of equal or lower rank. 


No dispute or difference between executives or employees as to authority 
or responsibilities should be considered too trivial for prompt and careful 
adjudication. 


Promotions, wage changes, and disciplinary action should always be approved 
by the executive immediately superior to the one directly responsible. 


No executive or employee should ever be required, or expected, to be at the 
same time an assistant to, and critic of, another. 


Any executive whose work is subject to regular inspection should, when- 
ever practicable, be given the assistance and facilities necessary to enable him 
to maintain am independent check of the quality of his work. 
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